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47 States— 


passed new laws or revised former statutes 
affecting commercial transactions during 
1935. All of these revisions have been 
checked and are included with many other 
changes in the new 
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We pause to honor 


On the twenty-fourth 
day of August this 


year, the credit frater- 
nity of the United States 
paused to honor J. Harry 
Tregoe. The occasion was 
his 70th birthday. 


Early in life Mr. Tregoe 
became an evangelist. Had 
he continued in his earlier 
work another illustrious 
name undoubtedly would 
have been added to the 
American ministry. He 
chose, however, to spread 
his evangelism in a field 
where his gospel might 
have an even greater in- 
fluence upon human wel- 
fare. He preached the 
principle of holy writ, not 
from the pulpit of the 
church, but from the busi- 
ness rostrum. He never 
ceased crusading for high 
ethical standards and 
sound principles in credit policies and practices. 





A man of magnetic personality and charm, forceful, a gifted orator, he 
gathered together the loose threads of credit principles and wove them into a 
fabric that will endure long beyond his mortal life. His name has been indelibly 
impressed upon the credit world. 


Even though he has labored hard through all these years, his enthusiasm, his 
love of his work, his indefatigable energy are still with him. We honor his 
natal day. I think we shall always honor it. We pray that Providence will be 
kind and spare him for many years of still further service. The gospel he has 
taught and is teaching is sorely needed. 


Executive Manager, N.A.C.M. 





























































































































Tracking down the 


railroad solution 


by JOSEPH B. 


problem, but finding the answer is 

not so simple. The railroads were 

struck by the great storm of the 
depression at a time when they were 
encountering on every hand a rapidly 
growing competition, such as they had 
never before encountered, from other 
forms of transportation—on the high- 
ways, on the waterways, in the air, and 
even beneath the ground. 

The combined forces of the depres- 
sion and the competition swept away 
half their traffic, and the financial con- 
sequences were intensified by the fact 
that most of them were laboring under 
a heavy burden of debt. With the 
financial help of the government and 
drastic economies which, to a certain 
extent, have been at the expense of the 
physical condition of the properties, 
they have weathered the storm better 
than might have been anticipated, but 
the wind and the waves are still high 
and they have not yet reached any snug 
harbor. 

A perilous future lies before them, 
and they have a long way to go before 
they recapture that sine qua non of pri- 
vate enterprise of which you have a 
very keen appreciation, namely, the as- 
surance of good earnings and sound 
financial credit. 

The way out of these perils is, of 
course, to increase traffic and save ex- 
pense, and the essence of the problem 
is to find out how to do this. For the 
past two years I have been doing my 
best to help find this out, not single- 
handed, but by enlisting the aid of all 
concerned, including the railroads, 
shippers, travelers, other types of car- 
riers, and many other interests that have 
a stake in the game. 

It is perfectly plain that conditions 


o It is not hard to state the railroad 
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have changed very radically. They are 
far different from the conditions which 
prevailed in transportation for many 
years, and they must be dealt with in 
new ways. Many of the old ways are 
obsolete, and this applies not only to 
operation, service, and equipment, but 
also to rates. Ranking at the very top 
of these new conditions is the present 
ability of large corporations, small con- 
cerns, and even individuals to provide 
their own transportation, an ability 
which has far-reaching cffects upon 
both the freight and the passenger busi- 
ness of the carriers. 

No one will buy transportation from 
others for more than it costs him to fur- 
nish his own, nor pay even as much for 
a product which is inferior in speed, 
convenience, comfort, or other qualities. 

My staff, with the splendid aid which 
it has had from the railroads and the 
others whom I have mentioned, has 
gone deep into these matters and has 
produced a mass of pertinent informa- 
tion not hitherto available. The con- 
clusions which it has drawn from these 
facts may not all be sound, but at least 
we have brought to the surface neces- 
sary raw material and shown how it can 
be used in working out railroad salva- 
tion. 

Personally, I entertain no doubt 
whatever that there are many ways in 
which the railroads can save much 
money, give better service at less rela- 
tive expense, and adjust their rates so 
that they will be much better suited to 
present conditions and bring in more 
revenue. 

The opportunities lie in greater co- 
operation and coordination of effort in 
many different directions, in the use of 
new types of motive power and equip- 
ment in both freight and passenger 
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service, and in the utilization of other 
means of transport where they will 
serve the purpose better than the rails. 

For the purposes of this article, | 
shall stop with that broad statement, 
without going into details, and ask you 
to take it on faith. In this broad form 
I do not believe, in fact, that it will be 
questioned. The doubts which the well- 
informed have, both in and out of the 
railroad world, are not with respect to 
the general possibilities of improve- 
ment, but as to the specific ways and 
means of bringing them to pass and the 
practicalities of the situation. What I 
wish to discuss are the major obstacles 
which seem to lie in the way of prog- 
ress in the right direction. 

You have probably been given to 
understand that one vital obstacle is the 
attitude of railroad labor and the severe 
restrictions upon reduction in railroad 
employment which the Emergency Act, 
under which I function, contains. Labor 
constitutes about 60 per cent of railroad 
expense. Most projects for saving such 
expense are, therefore, in large measure 
labor-saving projects. 

Railroad labor has in many ways had 
a very hard time in recent years. It has 
not suffered severely from reduction of 
wage rates, but since 1920 the total 
number employed has about been cut in 
half, and those who have remained have 
had to endure many furloughs and 
much part-time employment. Complete 
displacement and loss of employment is 
bad enough at any time, but in a time 
of depression it is nothing short of a 
tragedy. No one can blame railroad 
labor for struggling hard to avert such 
tragedies. 

What the employees may not ap- 
preciate is that there is a long-range as 
well as a short-range side to this. One 
great reason for the drop in railroad 
employment has been loss of traffic and 
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business. It is impossible to prevent 
displacements on that account.  Rail- 
road labor has as direct and keen an in- 
terest as amy one in improvements 
which will bring in more business and 
revenue, and in the face of the compe- 
tition which now is met at every turn 
the path to such improvements lies to a 
very large extent through reduced costs 
and lower rates. If this path be barred, 
railroad labor cannot escape the conse- 
quences. 

My staff has put much thought on 
this dilemma, and we worked out what 
we deemed to be a sound and adequate 
answer. It was based on a principle 
which is rapidly gaining ground ll 
over the world, and which has been 
voluntarily accepted by many business 
concerns. It is that employees who 
have given the best years of their life 
to an industry are entitled to just and 
humane protection against sudden dis- 
placements. 

If the reason is decline in business, 
protection may be impracticable, but 
this is not true of coordination projects 
for the purpose of handling the same 
or more business with less expense, be- 
cause these supply in themselves the 
funds necessary for protection. When 
such improvements are undertaken, it is 
neither just nor humane to throw faith- 
ful employees on the street without 
recompense, especially if, as is often the 
case, the years which they have spent in 
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the industry have left them unsuited to 
other employment. 

Following this principle, we devised 
a system of dismissal compensation, 
graded with the age and length of 
service of the employees displaced by 
such economy projects, or in other 
words with their ability to secure new 
employment. ‘Tests showed that in the 
aggregate, under our plan, somewhat 
more than the economies of the first 
year would cover this compensation. I 
expected that the employees would op- 


pose this plan, at least at the outset, but 


I did hope that the managements would 
welcome an attempt to work out the 
problem in some such constructive way. 
To date they have been, if anything, 
more hostile than the employees. 

The alternatives presented by the di- 
rectly interested parties were, on the 
one hand, no protection at all and, on 
the other, the drastic protection con- 
tained in the Emergency Act. As be- 
tween these alternatives, the Congress 
and the President have, quite naturally 
I think, chosen the latter for an addi- 
tional year. 

Nevertheless this matter is still capa- 
ble of wise and statesmanlike handling 
on both sides. The railroads may take 
it to the courts, but if they do, they 
will, in my humble judgment, make a 
serious mistake. They may, perhaps, 
find the law with them—not being a 
constitutional lawyer I leave that ques- 
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tion to others; but they will not find the 
principles of inherent justice and equity 
with them, and a long-headed man will 
give some thought to that phase of the 
matter. There is need for long-headed 
wisdom in the railroad world. 

Because of the way in which they 
were drawn, the labor restrictions in the 
Emergency Act become less drastic with 
each succeeding year, and as the statute 
now stands, they come to an end on 
June 16, 1936. At worst, they do not 
stand in the way of some of the econ- 
omies, and those which they do affect 
they only delay, because of the constant 
attrition of the labor forces through 
deaths and retirements. 

There is plenty of opportunity for a 
wise settlement of this matter through 
negotiations, and I very much hope that 
it will be dealt with in that spirit on 
both sides. In the most important re- 
spect of all, the interests of the man- 
agements and the men are identical. 
They must both wish to see the industry 
take on new life and build up its busi- 
ness. The best hope that labor can 
have is the added employment which 
more business brings. It is far better to 
be in the service of a live and thriving 
industry than of one which is being 
eaten up by decay. 

A more serious obstacle, in my judg- 
ment, than this labor matter is the 
attitude of many of the railroad man- 
agements. I hope that my railroad 
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friends will not take offense at what I 
shall say on this point, for the trouble 
is one which it is not difficult to under- 
stand, nor is it difficult to sympathize 
with their point of view. To avoid mis- 
understanding, let me also add that I 
have framed no indictment of railroad 
management as either incompetent or 
unprogressive. There is plenty of abil- 
ity among the officers. New conditions 
swept down on the industry suddenly, 
and the time had come for a thorough 
survey of the whole situation and a new 
approach to many problems. They real- 
ized that. What I have done is to help 
them make that survey, backed by the 
prestige and authority of the Federal 
Government. 

The trouble lies, not in the ability of 
the railroad officers, but in their attitude 
toward the prime essential of improve- 
ment under present conditions, namely, 
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cooperation and coordination. There is 
such a thing as the railroad industry, 
and it has a central organization, but for 
the most part these men are not officers 
of the industry but officers of separate 
and distinct companies, which often 
compete sharply and have important in- 
terests which are antagonistic. The wel- 
fare of their particular company is the 
proper concern of these men. That is 
where their loyalty and devotion center, 
and no one can blame them for that. 

It has, I believe, been shown that 
many millions of dollars could be saved 
by greater cooperation between these 
separate companies and by greater coor- 
dination of many of their activities. 
But there is a hostile and natural reac- 
tion to such proposals which I can make 
clear by one or two illustrations. Let us 
take a comparatively simple project, like 
the unification or joint use of terminal 











facilities in an important traffic center. 
In most such cases, it is not difficult to 
show that through coordination large 
savings could be made, and I believe 
that it can also be shown that on the 
whole service would not be harmed but 
would actually be helped. 

Certain railroads serving that traffic 
center, however, feel that their present 
terminal facilities are better located than 
those of other railroads, and they may 
also feel, and often do, that by good 
service over many years they have built 
up a good will among shippers which is 
of very real value. In these circum- 
stances they see no reason why they 
should share these advantages with their 
rivals in some sort of pseudo-communis- 
tic enterprise. However much advan- 
tage this might be to the industry, they 
find it difficult to believe that it would 
promote the welfare of their particular 
companies. 

Another and less simple illustration is 
this: The mechanical officers of rail- 
roads take great pride in their work, and 
in their ability to design or select 
motive power, equipment, and other 
mechanical facilities well suited to their 
railroads. If these designs or selections 
have the stamp of individuality, so much 
the better. It is now suggested that all 
of this diversity of types and practices 
is wasteful for the railroad industry as 
a whole, that better and much cheaper 
results could be secured by more stand- 
atdization and simplification, and that 
a centralized research bureau should be 
established for the industry which can 
put these matters to scientific test and 
promote the standardization and simpli- 
fication and constant improvement 
which will bring these better and 
cheaper results. 

To the mechanical officers this means 
a subordination of individuality, a sup- 
pression of creative ability, and a re- 
duction of railroading to the mediocre 
common level of mass production. They 
do not want to be told what to do by 
others. 

I could give many other illustrations 
of the same attitude and, together with 
the natural bias against anything which 
may seem to emanate from a public 
source, it lies at the heart of railroad re- 
sistance to many of the proposals for 
improvements which have been made. 
Some think that there is no possible 
answer to this attitude except actual 
consolidation of railroads and the elim- 
ination of most of the individual man- 
agements, and I have encountered this 
view in both the railroad and the finan- 
cial world. 


I am not ready to believe this. My 











own inclination is strongly against top- 
heavy organizations and in favor of a 
comparatively large number of local 
managements. Even under public own- 
ership I would wish to see some such 
system of management maintained. I 
do agree, however, that this attitude can- 
not be changed unless individual man- 
agements can be shown that the schemes 
of cooperation and coordination which 
are proposed will actually promote the 
welfare of their particular companies. 

It is questionable whether these co- 
operative plans, or some of them, 
should be enforced by fiat, either the 
fiat of a central railroad organization or 
the fiat of the Government. They must 
be administered by railroad officers, and 
no one can administer well a plan in 
which he does not believe. Beliefs can- 
not be instilled by order. 


The power to order which the Emer- 
gency Act gives to the Coordinator can 
be used to advantage where a few com- 
panies are out of line with the pre- 
vailing opinion, or where it is necessary 
in the public interest to bar the operation 
of the anti-trust laws or State prohibi- 
tory statutes, and no doubt in various 
other situations. I doubt whether it 
should be used to compel comprehensive 
and important changes in methods of 
railroad operation or management which 
are dependent for their success upon 
keen administration and to which rail- 
road opinion is generally hostile. To 
accomplish results in such cases, it would 
be necessary to change the men as well 
as the methods. 

Yet I have not lost faith that the re- 
sults desired can be accomplished, be- 
cause I am sure it can be shown, if 
minds can be kept open, that many of 
the suggested changes will operate to 
the benefit of the individual roads. The 
joint operations of the railroads are now 
of considerably more importance than 
their local operations. The individual 
railroads are, not only in theory but in 
actual practice, parts of a national rail- 
road system. They no longer dominate 
the transportation scene. On every hand 
they meet and feel the competition of 
other forms of transportation. The 
need for the best possible service and the 
greatest possible economy has become 
paramount. The gross wastes of their 
own competition with each other and 
the opportunities for economy through 
cooperation and economy can no longer 
be neglected with impunity. Every pos- 
sible resource must be conserved. If 
this is not done, there is no individual 
road that can escape the consequences. 

Proper cooperation and coordination 
can be had without any important loss 


in individuality. There are matters in 
which the common concern predomi- 
nates, there are others which are matters 
chiefly of local or individual concern. 
It is possible to draw the dividing line 
with a fair degree of accuracy and gov- 
ern affairs and relations accordingly. 
Unification of terminal operations need 


We cannot go back to the 
simple cross-roads days. 


not reduce the service of the individual 
railroads to a common level, and has not 
done this where it has been tried. 
Reasonable standardization of equip- 
ment, materials and supplies need not 
curb creative ability or convert mechan- 
ical officers into automatons. All these 
things can be worked out in such a way 
that drawbacks will not offset the gains. 

I have compared the present situation 
of the railroads with that of the States 
under the Articles of Confederation. 
They found that they were parts of a 
nation as well as individual sovereign- 
ties, and that it was necessary to meet the 
needs of the nation, to form a more per- 
fect union. Hence the Constitution and 
the Federal Government. There are 
faults in the analogy, but by and large 
it holds good. The fact that the rail- 
roads have formed the new Association 
of American Railroads with its broader 
powers is evidence that they are begin- 
ning to realize what present conditions 
demand. From now on it is largely a 
matter of education and selling ability. 

If a few practical tests of cooperation 
and coordination can be made, I am 
confident that fears will be dissipated. 
I shall do all that I can to help, encour- 
age, promote, and stimulate movement 
in the right direction, but the railroads 
must realize that in the last analysis the 
choice between progress and stagnation 
is very largely theirs. In this respect, 
at least, they are the arbiters of their 
own destinies. And I venture to sug- 
gest, also, that the stockholders and the 
bondholders, as well as the manage- 
ments, may well take note of this fact. 
The owners of the properties are not 
without their responsibilities. 

A further important obstacle to prog- 
ress is, of course, railroad credit or the 
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lack of it. Considerable money will be 
needed for equipment and other pur- 
poses. The Government will, I be- 
lieve, be able to help by loans on liberal 
terms, and in fact it already has helped. 
Most of the new stream-lined trains 
have been financed in this way. With 
some improvement in railroad earnings, 







I believe that many railroads will find 
it possible to obtain, without Govern- 
ment help, new equipment or other 
facilities of the type which will more 
than pay their way. 

Some of the railroads, as you know, 
are in need of financial reorganization. 
It is far better for such railroads to go 
into bankruptcy than to allow their 
properties to deteriorate in the effort to 
keep out. Many of the best railroads 
in the country have gone through re- 
ceivership or bankruptcy in the past, 
sometimes more than once. Nor do I 
think it highly important that a railroad, 
once in bankruptcy or receivership, 
should get out at the earliest possible 
moment. The important thing is that 
it should utilize the opportunity to put 
its financial house in good order, so that 
it can face the future with some reason- 
able degree of assurance. Makeshift 
reorganizations serve no good purpose. 
There have been far too many of them 
in the past. 

The transportation problem is so big 
that it is altogether impossible in a 
short space to deal with more than a 
few phrases of it. I have time before I 
am through this morning for only one 
more comment. What I have said so 
far has related mainly to the railroads. 
Yet the fact is that the transportation of 
today is much more than a railroad mat- 
ter. The proper coordination of the 
different forms of transportation is 
quite as important as the coordination 
of the many railroad systems. They all 
have their place, and each type of car- 
rier can do certain things in transporta- 
tion better than any of the others. We 
should know just what these things are, 
and in all of their investigation my 
staff has kept that matter to the fore. 
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the world in which we live is mov- 

ing so fast and the affairs of life are 

so varied that we have knowledge 
of only a small segment of the whole and 
unless we guard ourselves we judge the 
whole by what we know of the segment. 
Naturally, this leads to erroneous con- 
clusions. The only hope for wise action 
is to develop, as far as possible, a vision 
which enables us to have some compre- 
hension of the whole sweep of world civi- 
lization rather than the little segment 
with which we are intimately familiar. 

When I refer to the fact that we are 
familiar with segments only of the total 
problem, my mind immediately goes to 
the eagerness with which different 
groups espouse their own particular 
cause regardless of its effect upon the 
world of which they are a part. The 
manufacturer wants a protective tariff; 
the farmer wants high prices for his 
produce; the consumer wants low 
prices; labor wants high wages; the 
public wants low priced goods; the vet- 
eran wants the bonus; the navy wants a 
larger fleet; the politician wants more 
control of business; and business wants 
more freedom. 

Such plans always conflict one with 
the other, so it seems to me that we have 
a great task before us in trying to get 
a comprehensive picture of the whole. 
It would be well for us to consider our 
problems from as broad an angle as pos- 
sible and perhaps we can see in those 
broad outlines some definite trends 
which might be helpful. But before 
considering any further the problems of 
this world in which we live, it might not 
be a waste to spend some thought in de- 
ciding what kind of human beings we 
are. In other words, are we, as Ameri- 
cans, a group of people who, in the 
words of the old song, “desire to be 
carried to the skies on flowery beds of 
ease, while others fight to win the prize 
and sail through stormy seas?”” Or are 
we rugged individualists to the point of 
standing on our own feet? 

In studying the problems that face 
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What's ahead for industry? 


by A. W. ROBERTSON, Chairman of the Board, Westinghouse 


us, let us assume that the worth-while 
members of the human race do accept 
the challenge of life and are quite will- 
ing and eager to do what they can to 
put the world in order, provided they 
know what to do. 

We should bear in mind that we are 
now a part of a great world, and, for 
the first time, I think, in our history we 
are completely affected by world con- 
ditions. The great social upheavals that 
followed the Civil War were confined 
largely to America. This is not true to- 
day. If we are to understand the prob- 
lems that confront us we must 
understand the problems of other lands 
and other peoples. 

Some tremendous changes have taken 
place in the world in the last twenty 
years, including the great world war 
from which come directly, I am sure 
you will agree, some of our problems of 
today. In the political world, Russia 
has been carrying out an isolated experi- 
ment. This, in itself, introduces a tre- 
mendous element of uncertainty which 
never before faced the world. If the 
barriers between Russia and America 
were broken down, there would be a 
tremendous stimulation to our business 
at once. They need our heavy machine- 
ty. They need our clothing. They need 
almost everything we produce, and 
probably they have some things we 
could use. 

The same may be said of Italy. Italy 
is practically self-contained and there 
is very little trading with other nations. 
Recently, through terrific efforts, it has 
raised enough wheat for its own people 
but at almost four times the cost of buy- 
ing our wheat. 

There is practically no trade between 
Germany and other countries. The re- 
sult is that another large nation has been 
isolated. 

Also, Japan has suddenly stepped out 
like a Colossus to bestride the Eastern 
seas. The Japanese are making com- 
mercial inroads everywhere. 

All of these problems have come to 
have a bearing on our own activities, 
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and with these isolated governments 
have come new and novel forms of 
groupings of people. The old notions 
of monarchies and republics and democ- 
racies have been shifted and changed. 
Naturally, all of these new ideas create 
new elements of uncertainty. 

In the realm of international finance 
there is constant uncertainty. Exchanges 
move up and down, or are “blocked” 
and one country after another is thrown 
into confusion because of the changing 
value of its currency. All of this mili- 
tates against the free exchange of goods 
between countries. 

In some quarters in our country there 
has been a tendency to adopt sugges- 
tions, thoughts and notions of other 
people and attempts have been made to 
put into effect many schemes and plans 
which seem to be entirely foreign to 
what we are accustomed to think of as 
being American. 

Not the least of our difficulties is the 
fact that America, because it prospered 
through the war, experienced a boom 
and had a tremendous inflation. We 
look back upon that period now and are 
astonished that we did not realize the 
proportions of the inflation of 1927, 
1928 and 1929. 

I had an interesting experience one 
time in Alaska: When near a small 
whaling village we noticed a gasoline 
launch towing an enormous whale. We 
wonderd at the sight of the small boat’s 
ability to tow such a large whale. Upon 
inquiry we were told that the whale was 
inflated with air which caused it to 
float lightly on the water. If this were 
not done, the dead whale would sink. 

This somewhat crudely illustrates 
what was going on in business over 
the period of 1921-1929. We certainly 
were inflated and sailing gaily along, 
and I believe it is just as certain that 
we lost some of our buoyancy and sank 
beneath the surface. 

It is only natural, when the world 
is in a state of confusion and uncer- 
tainty, that remedies will be advanced. 
As a result, all of the panaceas that any- 
body could think of or devise have been 
frantically produced and recommended. 
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If a human being is sick he does not re- 
ceive only one recommended remedy— 
he would have a thousand offered to 
him if he met a thousand people. So 
it is not to be wondered at that when 
the world suffered an illness the suggest- 
ed remedies were numerous. Many of 
them were tried. No doubt some of 
them were good for us and no doubt 
some of them aggravated our sickness; 
but since our span of life as a nation 
is by no means ended we survived by 
the God-given power to cure ourselves 
just as we survive from other diseases in 
spite of remedies or because of them, 
as the case may be. 

We happen to be living in a day and 
age when it is one of the popular falla- 
cies to assume that one man’s opinion is 
as good as another’s. The truth is that 
one man’s opinion is not as good as an- 
other’s. Some people’s opinion is worth 
a million dollars; the opinion of 
others would cost you a million dollars, 
if followed. It is recognized in busi- 
ness and in sports that some people are 
qualified to give an opinion and others 
are not, and the same applies to public 
and social affairs. But it is not so easy 
to apply the rules as to who is or is not 
entitled to speak in public and in social 
affairs, as it is in sports and business. 
It would be helpful if we could devise 
some rules which would serve to guide 
us in determining what social paths 
might be safe to follow. 


For instance, there are soft-hearted 
people who, if they were allowed to 
speak, would say that the national open 
golf contenst at Oakmont recently was 
cruel; that it was unfair to make the 
course so difficult; and that it was tragic 
to have most of the contestants numbered 
among the losers and only one or two 
winners of prizes. That point of view 
could be developed with enthusiasm and 
perhaps find many people who would 
agree that it was cruel; and yet a little 
thought discloses that, if it be cruel, that 
is the way the human race likes it and 
would not have otherwise. Surely, any- 
one who would recommend the elimina- 
tion of contests would ultimately find 
that their advice was not welcome. But 
many things as foolish are recommend- 
ed. 

Unfortunately, we do not have any 
divinely inspired rules to guide us. 
There is no perfect way to prove our 
point and anybody who would attempt 
to be a prophet right now might prove 
himself a fool, but everyone is entitled 
to one shot in the dark and I am pro- 
posing to make mine. 
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All of us have learned from experi- 
ence what is good for ourselves indi- 
vidually. I know that I shouldn’t steal 
if I want to keep out of jail and have 
the respect of my friends. I know that 
I shouldn’t lie if I wish to have the 
respect of my friends and get anywhere. 
I know that I have to work if I expect 
to get any reward. I know that I can 
not spend more than I have. All of us 
know that these things are sound and 
right. 

I submit that anything that is good 
for the individual should be good, and 
will be good, for a group of individuals, 
whether there are one hundred and 
twenty million of them called the 
United States of America or a smaller 
group, or even a larger group if we had 
any control over the entire world. And 
we may consider that the opposite also 
holds true—that which is not good for 
the individual is not good for a group 
of individuals. 

If we follow this rule we will have 
some kind of guide to keep us out of 
trouble. That is my contribution to help 
clear our thoughts. 

Let us consider some of the things we 
know are good for the individual and 
decide whether or not they would apply 
equally well to the United States of 
America or the whole world. 

What type of man lives within his 
means? He is happy. He is not har- 
assed by debts. He takes care of him- 
self—nobody has to provide for him. 
He can easily be just, charitable and in- 
dependent. But if one lives beyond 
his means he almost inevitably becomes 
selfish. He wants the other man’s prop- 
erty because he has spent his own. He 
becomes mean, jealous and faithless, and 
in fact becomes an unsuccessful and un- 
happy person. 

Liberality is a very agreeable thing. 
We do not like to be considered mean 
—but what happens to the person who 
attempts to be liberal to a fault? There 
is nothing wasted so rapidly as liber- 
ality, for even while one exercises it he 
loses the power to do so, and becomes 
poor and the recipient of other people’s 
bounty. 

Can we apply these observations of 
individual traits to the nation? 

Someone may raise the question of 
feeding the hungry unemployed with 
the thought that, because we had hun- 
gty people, feeding them would justify 
any means. I do not agree with this. 
We do have hungry people and we 
must feed them. However, this is not 
the first time some of our people have 
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been hungry and it probably will not 
be the last time. If our neighbor was 
hungry we would feed him if we had 
to divide our last crust of bread. How- 
ever, we wouldn’t charge this to our 
children and our children’s children. If 
we were taking it from our own din- 
ner basket, the recipient would be more 
careful and we would be more careful. 
We would at least be certain that he 
was hungry and worthy of receiving 
our bread. Criticism of the ways of 
doing a thing does not justify the con- 
clusion that the thing itself should not 
be done. However, it does not follow 
that we should adopt the most extrava- 
gant and dangerous course. 

I submit again that any plan that is 
sound for the individual is sound for 
a group of individuals, and any plan 
that is not sound for an individual is not 
sound for a group. 

The matter of sound reasoning is of 
all-importance, because if we are not 
watchful we will embark upon one 
scheme after another which may be so 
un-American that we may find ourselves 
far from that ideal nation of which we 
have been so proud. Therefore, we 
have no apologies for discussing some 
of the things we are doing as a people. 
As citizens we have an obligation to do 
more than complain in private; if we 
think we speak wisely we have the right 
to speak out. 

Foolish reasoning may well ruin us. 
Think, for instance, what damage would 
follow if we believed the oft-repeated 
phrase that over-production is to blame 
for all of our ills. It probably is to 
blame for some of them but blaming it 
for all would naturally lead to the reme- 
dy that we would absolutely prevent 
production beyond a point determined 
by some beaurocracy. What tragedies 
this would lead to. Development of 
useful products would be stopped before 
there was proper demand for them 
which would prevent all normal growth 
and expansion. Where would we have 
stopped the automobile production in 
the past? Somewhere far short of the 
wonderful low-priced car of 1935. 
Where would we have stopped the de- 
velopment of the railroads when the 
canal companies complained that their 
business was being ruined? Many of 
the plans proposed have been just as 
foolish. 

The truth is that the world has al- 
ways been, at successive periods, just 
“on the brink of disaster.” If we can 
take any comfort from the fact that the 
worst doesn’t seem to happen, we may 
do so. In fact, I really believe that 

neither the worst nor the best ever seems 
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to happen. 

The depressions of other periods have 
always brought forth expressions of 
gloom and I will quote a few to you. 

1795—"“There is scarcely anything 
around but ruin and despair.” 

—Wiilliam Pitt 

1837—“I dare not marry, the future 

is so dark and unsettled.” 
—Samuel Wilberforce 
1848—“Nothing can save the Brit- 
ish Empire from shipwreck.” 
—Lord Shaftesbury 
1849—“In Industry, Commerce and 
Agriculture there is no hope.” 
—Disraeli 

1851—“I thank God that I shall be 
spared from seeing the consummation of 
ruin that is gathering around us.” 

—Duke of Wellington 
1875-78—Railroads generally default- 
ed interest on their funded debt. Fifty 
thousand commercial houses failed in 
the United States. 

1893—One hundred and sixty-nine 
railroads failed in the United States. 

It is perhaps fortunate for the world 
that the extreme worst or the extreme 
best never happens. The world moves 


like a glacier, inch by inch and we grow 
like an oak, little ring by little ring. 
We are not moving nearly so fast up 
or down or sideways as the headlines of 
the newspapers would lead some to 
think. 





What should we say about the year 
1935? It used to be common talk that 
we were on the verge of destruction, 
but we have refused to be destroyed. 
If it were possible for us to be de- 
stroyed, we would not be here. There 
isn’t any human power that can destroy 
the human race, because we just refuse 
to destroy ourselves. The worst always 
stops before it gets to that point. 

It is difficult to see clearly where we 
are going but there are certain signs 
which cause reasonable men to believe 
business improvement is under way. 
For instance, consider the difference be- 
tween conditions of today and what they 
were in 1932, during the worst of the 
depression. Today our banks are sound 
—three years ago thousands of banks 
were closing their doors and the strong- 
est banks were feeling the effect of the 
depression. Today money is cheap— 
unbelievably cheap in fact. Three years 
ago it was dear and almost unobtainable. 
Cheaper money in itself could produce 
better business almost single-handed if 
other factors did not intervene to pre- 
vent the normal stimulating effect of 
cheap money. 

Today the farmers of the country are 
more prosperous. This means that a 
large and important division of the en- 
tire population is now able to buy and 
spend at a normal rate, which is dis- 
tinctly stimulating to business every- 
where. Today we are suffering from 
three to five years of absolescence with- 
out normal purchases of machinery and 
new devices which have been developed 
in recent years. This means that as 
soon as improvement sets in there will 
be eager purchasing of improved equip- 
ment which is available. 

So, I think we can say that there 
are many, many favorable factors before 
us at the present time, and we come 
finally to the end where the old story 
of the theater owner comes to my mind. 

One day he went into his theater and 
looked around at a time when he was 
thinking of his obligations than his 
assets. He could not enthuse over the 
size of the audience. 

“Business is terrible; the theater is 
half empty,” he said. And so it was. 

The next day, while giving more 
thought to his assets than his obligations, 
he again entered the theater and again 
the crowd numbered about the same as 
on the previous day. But the owner's 
mental attitude was not the same. He 
said: “Well, business is picking up. 
The theater is half full.” 

So in viewing our affairs as a whole, 
I think we may well say that our house 
is half full. 
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Compensation insurance rates 


rise for traveling salesmen 


by JESSE W. RANDALL, Vice-President, Travelers Insurance Co. 


Editor's Note: The following article 
has been obtained by the Insurance Com- 
mittee for the information of those credit 
managers responsible for the purchase of 
their firms’ insurance. 


enced its worst accident record for 

automobile travel. About 36,000 

persons were killed and probably 
more than a million injured. There were 
over 800,000 personal-injury automobile 
accidents. 

The use of the automobile by salesmen 
has been steadily .ncreasing. In 1931 it 
was estimated that salesmen use automo- 
biles for 90 per cent. of their calls. The 
number of calls or contracts made by 
salesmen has also been on the upgrade, 
and consequently they are spending far 
more time on the road—exposed to the 
automobile hazard. Salesmen on foot are 
covered under the same insurance rate as 
those in automobiles. Last year automo- 
biles injured over 335,000 pedestrians. 
Whether in his car or on foot, the sales- 
man is exposed to a tremendous and 
steadily increasing traffic hazard. 

Compensation insurance rates are made 
up, primarily, from accident experience. 
Accident costs, to the insurance company, 
are represented by medical expense, and 
by the compensation awards to injured 
employees as prescribed by state laws. In 
addition there are fixed amounts to cover 
the cost of claim service, engineering, 
taxes and other incidentals. The amount 
of premium for a given policyholder is 
calculated by applying the rate as de- 
termined above, to the total payroll, in- 
cluding salaries and any other remunera- 
tion. 

Insurance rates, therefore, represent a 
direct relationship between the accident 
costs in a classification and the income of 
the employees, and it is clear that greater 
accident exposure for the same or less in- 
come must increase rates. 


* In 1934 the United States experi- 
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The job of a traveling salesman is un- 
dergoing a definite evolution which is 
resulting in an increase of hazard and a 
corresponding tendency to increase insur- 
ance rates. Sales-ability is no longer de- 
pendent upon a faculty for telling stories 
and entertaining. There is no longer so 
much time or opportunity for long visits 
with prospects. Only a few years ago, 
calls in the smaller towns had to be made 
between train times, and the salesman 
often found himself marooned for several 
hours; much more time than was actually 
necessary to meet his customers. 

When a salesman walked or used a 
public conveyance he could not conveni- 
ently carry a number of heavy sample 
cases with him and so they were shipped 
by express and were trucked to a hotel, 
or perhaps to the premises of a large 
and important client. The salesman then 
spent most of his time in the comparative 
security of a sample room, arranging his 
displays and interviewing prospective 
buyers. With a few exceptions, hotel 
sample rooms have slowly passed out of 
the picture. 

Often a salesman would pile his 
sample trunks on a dray and swing 
around a circuit of small towns, behind 
a dependable horse. He had plenty of 
time to admire the beauties of nature as 
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he jogged along the quiet (and relatively 
safe) roads. Nowadays, he frequently 
spends more time as a chauffeur than he 
does actually selling goods. Then, too, 
orders in the last few years have been 
smaller, necessitating more frequent calls 
on each customer. All of this means 
that exposure to traffic hazards and ac- 
cidents is increasing. 

Another development in modern sell- 
ing, which has its effect on insurance 
rates, is the vending machine or “Robot 
Salesman.” The salesman is required 
merely to replenish depleted stocks. 
Little time is spent in sales talk and very 
little in “indoor security.” The sales- 
man is on the road practically all of his 
time where the likelihood of accident oc- 
currence is imminent. 

Salesmen are exposed to many kinds of 
public hazards besides those of traffic. 
Hundreds of accidents are reported from 
dog bites; icy and otherwise slippery sur- 
faces; unsafe stairways, floors, sidewalks, 
etc. ; factory hazards, and hotel fires; and 
even an irate customer has occasionally 
run up compensation costs. 


ACCIDENTS TO TRAVELING 
SALESMEN 

Kind % of Total No. 
Auto—Private ..................00006 43.866 
At home—inside .....................: 12.968 
SN hE EE 9.727 
Sports and Recreation ............ 9.128 
Misc. Inside N. C. C. .............. 7.882 
At home—outside .................. 5.449 
Auto—Public ....................00. 3.157 
Ee ee TS be Cee 2.596 
Miscellaneous ..................0006+ 5.227 

Pk ei ee 100.000 


It is interesting to note the preponder- 
ance of private automobile accidents as 
compared with accidents of other types. 

(Continued on page 26) 
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Debt and depression 


by MAX B. NAHM, Citizen’s National Bank, Bowling Green, Ky.; 


and Director, Federal Reserve Bank at St. Louis 


The collapse of a speculative orgy 

in 1929 caused many to conclude 
that speculation is the cause of 

depressions. 
We forget that out of our twenty 
depressions since 1790, only a few have 
followed excessive speculation. Even 
the panics of 1873 and 1893 had no 
such speculative waves. The last one 
in 1929 was strikingly different. 

Popular speculative movements fol- 
lowed by collapses frequently occur 
without panics or depressions. In fact, 
it is the very essence of market prices 
to rise and fall. The fact that a fall 
is timed with the beginning of a de- 
pression is not a cause, for the disaster 
of a panic does not by any means al- 
ways occut. 

The Security Act and the Exchange 
Act twenty years from now will be re- 
garded as the Charters of Modern 
Brokerage. Eventually, they will not 
unduly obstruct honest financing and 
will remove in sound measure the pit- 
falls of the stock market. 

Bad banking is always to be de- 
plored, but it is not the cause of our 
depressions. Only five times in our 
history comprising some twenty de- 
pressions have we had any general sus- 
pension of banking facilities. In 1819, 
1837, 1857, 1873, and 1933. 

Bank suspensions increase during 
depressions, but the relationship is not 
sufficiently constant to form a necessary 
sequence or conclusion. Our Banking 
System is a constant adjustment to our 
growth as a nation. From our early 
neighborhood banks in pioneer days 
tainted with the wild-cat banks to the 
National Bank System together with 
the State Banks forming our unique 
Dual Banking was in history a great 
step. 

Then the integrating of most banks, 
as the business increased into a Fed- 
eral Reserve System, was another im- 
provement. The Banking Act of 1933 
was a forward move. However, if we 
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Me + Se, , 
The 1929 debacle was not the simple 
result of over-speculation in Wall Street. 


have learned anything about banking, it 
is that bankers make good banks and 
bad banks. Laws do not. The Bank- 
ing System of a nation may be operated 
soundly without the aid of legislative 
restrictions. Legislative restrictions in 
themselves cannot prevent unsound 
banking. Bank management is the only 
source of bank security. 

We have enough bank laws. What 
we need is men. To dump our whole 
Banking System into a political lap re- 
verses the experience of the world as to 
what is best. Central banks in all na- 
tions are politically independent. 

What we seek is a Federal Reserve 
Board erected into a Supreme Court of 
Finance and Banking. A body of such 
independence from political influences 
and of such prestige that the ideals of 
its founders may be realized. Foreign 
central banks have avoided political ap- 
pointees in their directors. Only the 
Governors are representatives of the ad- 
ministration. 
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The real cause of the depression is so 
evident, weighs so heavily upon all of 
us, is sO omnipresent that we miss it. 
We do not see the tree for the forest. 

That cause is debt. International 
debt, national, state and municipal debt, 
corporate and personal debt. If we 
could pay the debt of the world today, 
the depression would be over tomor- 
row. Please not, I say pay not repudi- 
ate, for that would destroy credit and 
character. 

We think of this depression as six 
years old, but it had its roots in the 
great war beginning 22 years ago. 

Our international debt in 1913 was 
$43,839,000,000. In 1919 it was $279,- 
014,000,000, multiplied more than six 
times. 

Our own gross debt in 1913 was 
$1,193,000,000. In 1934 it was $27,- 
053,000,000, multiplied twenty-three 
times. 

Our state and municipal debt in 
1912 was $3,821,000,000, in 1932 it 
was $17,589,000,000, multiplied four 
times. 

Our corporate and industrial debt in 
1913 was $21,417,000,000, in 1932 it 
was $57,350,000,000, multiplied three 
times. 

Here is a grand total for the United 
States of one hundred billions of dol- 
lars of debts. 

This is the result of three great 
spending sprees. The World War it- 
self that cost the world 186 billions of 
dollars. 


The rehabilitation of the nations of 
Europe after the war to which we con- 
tributed now shows a net balance due 
of 12 billions of dollars. 


Then our final national joyride up to 
1929 when we cast our bread upon the 
waters expecting that it would always 
come back cake, but it finally sogged 
into dough. 


Here is the source of all our troubles 
and the troubles of the World—Ded/. 


Well, what are we going to do 
about it? 





































This world is too resourceful to be 
stumped. Adjustment is proceeding in 
enormous proportions. Our main tre- 
sources are three and one-half times our 
grand total debt. That makes our 
credit good. Why worry? Every day 
increases this proportion by new settle- 
ments. 

The compositions that are being ef- 
fected are almost incredibly large. In 
Germany, the treaty of Versailles as- 
sessed her for 132 billions of gold 
marks, the total cost of the war. Of 
course, she could not pay it, so the 
Dawes plan reduced it to 9 billions of 
gold marks, the Young plan to 3 bil- 
lions of gold marks. This was an 
enormous reduction. Then she repudi- 
ated her currency and adopted a new 
one. She practically emerged stained 
but debtless. 

Various mations reduced the par 
value of their currencies. This cut their 
national debts to fractions of what they 
owed, as low as one-fifth in France. It 
impoverished their creditors, but it was 
a huge adjustment. 

Holland took the French internal 
debt at the rate of 19.3 cents a franc 
and had to settle at 3.92 a franc, a loss 
that Holland will not soon forget. 

In the United States, in 1934, we 
accepted silver at 50-cents an ounce in 
payment of international debts and in- 
terest. The value was previously 25 
cents an ounce. Since then the price 
has been largely advanced. All this 
amounted to a marked adjustment of 
debe. 


The settlements made by closed 








banks in the United States has brought 
about enormous liquidation of debts. 
Various counties and cities in states 
have made extensions and compositions 
of debts, many of them to such effect as 
to resume payments of interest. 

Receivership of railways and corpora- 
tions have resulted in large reduction of 
indebtedness tending to restore them to 
a profitable basis. Lowering of interest 
on many classes of securities is an ad- 
justment of debt. Many corporations 
are calling their high interest bearing 
bonds, and reissuing lower interest 
bearing bonds. This is a real devalua- 
tion of their debts, paralleling a de- 
valuation of currency. 

The United States is doing likewise, 
calling bonds and issuing decreased in- 
terest bearing bonds, devaluating her 
debts. The dollar has been devaluated 
from 100 cents to 59 cents, all gold ap- 
propriated and revalued, all a huge ad- 
justment of debt. 

Where then do we stand now? 

Our national debt is now about 30 
billions of dollars, but we hold 7 bil- 
lions in cash, domestic bonds, and pre- 
ferred stocks of banks—a net of 23 
billions of dollars. 

Any nation that can distribute among 
its Own citizens in the shape of bonds 
twelve billions of dollars owing to us 
by foreign nations and unpaid, and can 
pay down its national debt eleven bil- 
lions of dollars as Mr. Mellon did, 
making 23 billions of dollars as a 
whole, equally as much as our national 
debt, such a nation need not be afraid 
of her debt of 23 billions of dollars. 





All we have to do is simply to quit 
spending some time. We can right 


ourselves in short order. What then 
must we do to be saved? We are far 
along the road to salvation. Our debts 


are largely adjusted, far beyond our 
knowledge. 

We must return to the old proven 
methods of life that have been sus- 
pended. We must set a limit to ex- 
penditures and live up to it. We must 
return to thrift, nationally and person- 
ally. It is root hog to live. Germany 
abandoned her old love for thrift, and 
reverted to the Middle Ages. 

Our best investment is our own note. 
We must recognize once more the old 
law of supply and demand. It is so 
fundamental that it can be suspended 
only with great danger. 

Gresham’s law that good money hides 
when bad money is coined has whipped 
its awful way through all recent history. 
\"rance is in its throes now. 

Finally, let us return to a balanced 
budget that shall begin in Washington 
and run through every State Capital, 
County Seat, City Hall, even to our 
own homes. 

The time must soon approach when 
the nations of the earth must stabilize 
their currencies. They must return to 
fixed ratios on a common basis of gold. 
This can be done only by international 
convention. Let us speed the day. 

Then only can all nations look the 
world in the face and laugh at fate. 
The mighty pendulum shall then begin 
to swing—as always it has—as always 
it will—from lack to plenty. 


The interlacing pattern of internal debt alone is a problem of vast import to all of us. 


She 
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Banking: prosperity barometer 


by WILLIAM TONKS, 


acters developed in this last finan- 

cial debacle and those bankers who 

think clearly, “‘see plainly how many 
fine acts have been done, how many pa- 
tient noes have this day been spoken, 
when others would have uttered ruinous 
yeas.” 

Inasmuch as there is considerable 
difference between three yards of dry 
goods and a thousand dollars bankers 
cannot run a financial institution on the 
mercantile principle that “the customer 
is always right.” 

Safe banking requires trained execu- 
tives, as well as directors, who will face 
and act on facts. Social experiments in 
banking are costly. As I grow older in 
experience I become surer that we 
should confine the duties of the so-called 
popular bankers to popularity and that 
they should be far removed from grant- 
ing loans. 

You have heard about bank loans 
made to cement friendship; generally it 
developed later that the loans were 
cemented and not the friendships. 

When we consider the misery caused 
by the indolent, careless, conniving, if 
not culpable bankers in open and in 
closed banks, and they were few when 
compared with the total number of those 
in authority, shall we say ‘“‘go forth and 
sin no more” or shall we combine the 
methods and machinery that we have at 
hand to prevent such recurrences? 

The power of removal of bank offi- 
cers and directors has now definitely 
been granted to the public authorities, 
at least so far as the member banks of 
the Federal Reserve System are con- 
cerned. It would seem that any such as 
clearly have proved to be unworthy 
bank executives should not be permitted 
to continue as executives, however 
strong the influence of local powerful 
interests—themselves under the possi- 
bilities of criticism. 

Unfortunately, it is said there are a 
few instances where unworthy men have 
been continued or newly elected to ex- 
ecutive positions since the bank morator- 


s There have been many strong char- 


ium of March, 1933. Whatever the 
explanations, this condition should not 
be tolerated. Obviously, Congress and 
the courts cannot take over the duties of 
bank directors and correct forms of 
connivance which may not be criminal. 
It is certainly the duty of directors of 
some banks to clean house or it may 
lead to more public ridicule, which in 
the final word is probably more damag- 
ing to banks than criminal prosecutions 
that may be difficult to prove to the 
satisfaction of laymen juries. 
Franklin’s patriotic remark, “We 
must all hang together or assuredly we 


shall all hang separately”, should not: 


apply to this disordered banking situa- 
aon. The bankers and directors who 
delay to correct improper situations un- 
der their immediate control merely 
continue to besmirch good banks and 
bring upon them public criticism when 
the penalties should fall alone upon 
the incompetent and unreliable few. 
This should be the clear out objective 
of all thinking and ethical bankers. 

Another thing my experience would 
emphasize is that credit and statistical 
administration should not be separated 
in large banks. 

No loan or invesment should be pre- 
sented to the Finance Committee or 
Board of Directors until it has been 
passed upon by a competent credit 
and/or statistical department which will 
also require proper comments and in- 
formation from the contact officer. 

If a bank has been following the 
practice of coments on loans, the ab- 
scence of these comments on large loans, 
or on release of a large part of the col- 
lateral without proportionate reduction 
on the face of the note, must of neces- 
sity Create suspicion. 

The conscientious and experienced 
bank examiner and bank loaning officer 
will frankly tell you it is impossible to 
determine the integrity of the holdings 
of a bank's assets, its solvency or degree 
of solvency unless competent informa- 
tion is on file and comments are in the 
same file showing purpose of each loan, 
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when and how it is to be paid; in other 
words, at the time the loan is made es- 
tablish the basis for its collection, and 
require a continuance of such comments 
on renewals for the reason that most re- 
newals are new contracts in the sense 
that the money may be used for new 
purposes. 

It is at renewal periods that the 
banker usually is weak and fails to 
guard against losses. When the banker 
loses sight of the original purpose, it is 
very easy for the borrower to forget the 
promised payments and by his default 
freeze his unsecured or commercial loan 
through using the money for capital 
purposes, which should be secured loan, 
making it impossible to pay without lig- 
uidation. I have had highly rated men 
in the business world say to me that an 
executive of a large bank is too busy to 
record such comments. He should not 
be too busy to call in an experienced 
officer or employee, less busy on per- 
sonal matters perhaps, to listen to the 
negotiations or to take part in them and 
dictate the oral contract. This further- 
more avoids the evils of the “one-man” 
bank. Stenographers’ notes are much 
cheaper than frozen or unpaid notes. 

These comments are just as neccessary 
on collateral loans and investments 
made by the bank if executives should 
desire later to justify their purchases. 
The small bank should always follow 
this policy, but not as elaborately per- 
haps as the larger bank. - 

At present there are too many kinds 
of examiners—State, National Bank, 
Federal Reserve, Clearing House, Fed- 
eral Deposit Insurance Corporation, and 
possibly others. Past bitter experience 
shows vividly the necessity now of con- 
solidating the control of bank examiners 
and their information in one central 
point which plan would eliminate the 
proven weakness of each type of exam- 
ination. It should be compulsory to 
have at least one thorough annual exam- 
ination of each bank by men free of 
political.appointments or influence, who 
are not “hired and fired” by the bank- 
ers themselves. In other words, con- 
ducted by a department established on 
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a basis similar to the Supreme Court of 
the United States. It is not so much the 
present technic of banking that is 
wrong, but the inability, through poor 
supervision and lack of authority to cor- 
rect adverse findings. 

The Clearing House Examiner has 
had no authority to correct the evils he 
uncovers. In time, I suspect, he begins 
to think of the renewal of his contract, 
he becomes soft through social contacts 
with the men whose acts he may have to 
criticize, who dictate his salary, and who 
directly or indirectly, may have given 
him investment or speculative opportu- 
nities. Because his contract does not 
prevent, he may become ambitious of 
being an executive of a local bank and 
may be prone to build up his influence 
and information by encouraging the 
banks to employ personal friends as 
executives. In other words, he becomes 
eventually a part of the evils he is hired 
to correct. 

The much flattered banker and the 
unflattered examiner ultimately forgot 
one of the best principles of organiza- 
tion, that is, honest critics have a level- 
ing influence and keep one sane. 

It is not impossible to combine and 
build up a national examination depart- 
ment of thorough, honest and experi- 
enced examiners, men who are fearless 
and yet constructive; it is easier to see 
to it that the bankers put on paper what 
were their thoughts and conclusions at 
the time the investments were made. 
The very act of writing this information 
will often reveal their own weaknesses 
and that of the proposed loan or invest- 
ment, or it may reveal the absence of 
proper information before the transac- 
tion is consumated. It avoids the evils 
of loans being made in haste and being 
repaid or repented at leisure. This 
method in the long run saves much 
more time than it takes and will surely 
prevent many loses. 

Experience tells us we need: 

1. Competent data and official com- 
ments on loans, and security invest- 
ments so that intelligent examinations 
of banks may be made possible and sol- 
vency determinable without mere guess- 
ing. 

2. One central governmental bank 
examination department and files of in- 
formation. Through more stubbornness 
a few selfish bankers could impair 
constructive banking by not willingly 
subjecting themselves to the wholesome- 
ness of the some independent audits, 
comments and certifications they seek 
from their large borrowers. 

3. A constructive supervising author- 
ity, not one “who meanly admires mean 





things,” but one who loves the truth 
and truthful men, who will select com- 
petent examiners and instruct them how 
to find the facts and properly report 
them, giving to these men the assurance 
that he will protect them when they so 
report; a supervisor who is not an ego- 
tistical martinet seeking publicity and 
favors. 

I must express my impatience with 
the smug or overly cultured gentlemen 
who may be balmy or ‘“‘shell-shocked”’, 
unsafe in either condition, on financial 
matters, who will not recognize that 
honest examiners and investigators seek 
the naked truth and must necessarily 
report the degree of nakedness. They 
cannot “‘look at the profit or hurt of the 
action.” Failure to consider adverse 
findings or resenting their being stated 





amounts to connivance. Investigators 
deal in facts; directors and executives 
should deal in facts and policies. 

4. At least one thorough annual ex- 
amination should be made of each bank. 
There should be also a simple method 
of continuously checking major matters 
that may occur during the year. A copy 
of examinations and recommendations 
should be furnished the directors of 
each bank immediately. 

5. My plan includes a central author- 
ity of discipline for the purpose of re- 
viewing and correcting wherever possible 
the evils that are uncovered by the offi- 
cial examiners and which are not cor- 
rected, or where no attempt is made to 
correct them, by the bank directors. 

When a bank is proven to be weak, 
a reorganization plan or change of man- 
agement, or both, should be undertaken 
without delay. Unless a bank is proven 
to be hopelessly insolvent after an 
appraisal on a fair and normal basis, the 
immediate closing of a bank with its 
attendant destruction of values and dis- 
tress of the people, requires no more 
ability than radicalism and has no more 
justification than the closing of an in- 


dustrial concern that is but temporarily 
embarrassed. 

Knowing that financial tinkering 
affects the nation’s nerves as it does ones 
own sensitive “pocket nerve’, I am fully 
aware that methods can be changed 
much more rapidly than human thoughts 
and habits can be changed, or put it 
another way, than people can adjust 
themselves; this leads to confusion and 
may have the same results as a revolu- 
tion with its attendant miseries and 
heart breaking years of recovery. 

However, the development of this 
idea does not appear to me as theory or 
radical reform; but rather combines, re- 
fines and makes for an efficiency that 
will be respected as it has not been in 
the past by banker or layman. The 
plan I propose should carry a lower 
operating cost than the present divided 
examinations and divided  responsi- 
bilities. 

This will help to bring about such a 
degree of safety that the cost of inefh- 
cient banking in the form of unneces- 
sary losses could be restored to the people 
as income in the form of more interest 
—at least on savings deposits. How- 
ever, it might be a conservative attitude 
to wait “until conditions are stabilized 
sufficiently, which may be sooner than 
we expect, for all banks to be surer of 
a safe and sane or normal loan and in- 
vestment market. 

If the development of this idea were 
carried out consistently and conscien- 
tiously, I am satisfied that honest and 
intelligent people would not deal with 
a bank that was not subject to such an 
examination and discipline as I pro- 
pose. This attitude of millions of peo- 
ple, who suffered the losses caused by 
the old examination methods would not 
take long to reconcile to a common 
standard of examination. 

Our laws require that we shall main- 
tain State rights and I agree that the 
law is good. However the most thor- 
ough bank examination I ever witnessed 
was made by a combination of Federal 
Reserve, State and Clearing House Ex- 
aminers, and I know of no law which 
would prevent such examinations in the 
future and thus more fully safeguard 
the peoples’ rights if it is impossible to 
go the whole way and centralize exam- 
inations and information. 

It is the sane people who must be 
satisfied, or laws will not stand the test 
of time. Radicals look to the moment, 
statesmen to the morrow. God send us 
more statesmen! 

Banking is the barometer of pros- 
perity. Unless bankers can acquire 
sufficient commodity (Cont. on p. 35) 
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Recess and the New Deal 


by CHARLES F. BALDWIN, Manager, Washington Service Bureau, N.A.C.M. 


Washington, D. C., August 21. 


Adjournment of the seventy-fourth 
Congress will bring a breathing 
lu spell to the Administration in one 
sense but it will also confront the 
President and his aides with what may 
become a crucial test of the New Deal. 
Some of the New Deal policies and ac- 
tivities have become a veritable Gordian 
knot and the President, unlike Alexan- 
der of old, cannot solve the problem 
by severing the knot with a sword. He 
must untangle the twisted strands of 
Administrative Difficulties, Questionable 
Constitutionality, Labor Problems, Agri- 
cultural Aid, Relief, Business Hesitancy 
and reveal clearly the results of his ef- 
forts to a nation which is already dis- 
closing signs of impatience. 

Material progress in this direction will 
have to be recorded before the return 
of Congress on January 3rd. It is well 
known that the burning urge of the 
members of Congress to adjourn was 
prompted not so much by that delayed 
fishing trip as by a desire to mingle 
again with their constituents and learn 
at first hand how they feel about pres- 
ent policies of the government. 

If our National legislators find any 
substantial amount of complaints and 
dissatisfaction, which are not relieved 
during the recess of Congress it is likely 
that they will return to Washington in 
an even less tractable mood than that 
which has characterized the present ses- 
sion. To employ again the now-classic 
metaphor of the President the “‘ball’”’ has 
once more been passed to the “quarter- 
back.” 

The magnitude of the task which 
now confronts the Administration and 
the difficulties tending to hamper its ac- 
complishment are evident from a very 
brief survey of some aspects of the 
President’s program. 

First, there is the plan for what may 
be termed business reconstruction which 
also embodies various reform policies of 
the Administration. The key-stone of 
that program, the N.R.A., has become 
largely ineffectual and, under rather in- 
definite leadership at present, is devoting 
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itself to various types of studies. While 
there may be some academic and prac- 
tical value in these historical studies of 
the operation of codes, the current work 
of the N.R.A. seems to be definitely an 
expedient, pending final disposition of 
the birthplace of the Blue Eagle. 

Meanwhile the Federal Trade Com- 
mission has been lifted from the ob- 
scurity into which it sank during the 
hey-day of the N.R.A. by the delegation 
to it of powers to approve voluntary 
codes of fair trade practice. As of 
August, 12th, however, only twenty-two 
applications for approval of such codes 
had been presented to the Commission ; 
none had been approved and one, the 
tobacco industry code, was before the 
Commission for final action. So much 
for the program for codifying industry, 
at least for the present. 

A second basic element in the Admin- 
istration’s program, relief for agriculture 
through the A.A.A., is awaiting impetus 
through amendments to the Agricultural 
Adjustment Act, which are now receiv- 
ing final conference consideration in 
Congress. These amendments are ex- 
pected to be passed in a manner more 
acceptable to the A.A.A. than when 
they were received from the House, al- 
though elimination of price fixing and 
permission to let processors sue to re- 
cover processing taxes if these taxes had 
not been passed on to consumer or pro- 
ducer, are expected to be features of the 
amendments as passed. 

In the meantime, A.A.A. attorneys are 
understood to be working on new con- 
tract forms designed to eliminate some 
of the difficulties which have been en- 
countered in the past. The threat of un- 
constitutionality still hangs over the 
A.A.A. and nearly 1,000 suits against 
the government arising out of the opera- 
tion of the Agricultural Adjustment 
Act have been filed throughout the 
country. Until the nature of the court 
decisions with regard to this litigation 
is known the basic element of the agri- 
cultural program can hardly be regarded 
as well-established and permanent. 
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While this uncertainty continues, the 
growing unrest concerning the A.A.A., 
which is evident in New England and 
the South, presents a major political 
problem to the President. 

A second main element in the agri- 
cultural program, the Rural Resettlement 
Administration, is still largely in the 
administrative stage. Reports that its 
personnel jumped in the early organiza- 
tion period to a figure in excess of 9,000 
were followed by rumors that some 
7,000 employees are to be released, 
which gives an indication of some of 
the administrative problems which this 
new agency is encountering. 

An approach to the Administration’s 
labor problems will be made through 
the Wagner Act and the Guffey Bill, if 
the latter is passed by Congress. Over 
both of these measures, however, hovers 
the probability of a challenge as to their 
constitutionality and this fact is likely 
to militate against the realization of the 
permanence which is needed to provide 
an effective solution of the problems. 
That this difficulty is anticipated by at 
least one element of organized labor is 
suggested by the recent introduction of 
the O’Mahoney Bill, referred to later in 
this article. 

Relief has become one of the most 
throbbing of the New Deal headaches. 
The Works Progress Administration is 
still struggling with a multitude of prob- 
lems in its efforts to reconcile practical 
limitations with promises of and _ re- 
quirements for relief and the net result 
so far has been far from reassuring from 
the Administration’s standpoint. Unless 
the situation is improved during the 
next few months the problem is likely 
to become even more politically embar- 
rassing. 

A great deal more space could be de- 
veloped to a description of problems 
facing the Administration but the above 
brief recital conveys an idea of some of 
the difficulties which will have to be met 
during the recess of Congress. What 
will be the President’s approach to these 

problems ? 

It is generally believed in Washing- 
ton that a basic element of future New 
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Deal strategy will be focused around the 
much-discussed issue of constitutionality 
which is already alive and which is be- 
lieved to be not unwelcome to active 
proponents of many New Deal policies. 
It is fairly certain that this issue will be 
prominently involved in connection with 
several acts of Congress which have 
been referred to above. As these meas- 
ures affect two of the greatest elements 
in the voting public—farmers and other 
laborers—it does not require excessive 
political sagacity to foresee the political 
importance which they possess. 

The reaction of the American public 
to the “trial balloons” which the Presi- 
dent has already sent up concerning this 
issue has not been particularly reassur- 
ing to those who favor a change in the 
Constitution. It remains to be seen, 
therefore, what further steps will be 
taken along this line. It is believed in 
Washington that there may be a ten- 
dency to attribute the past and possibly 
future lack of success of some New Deal 
policies to constitutional restrictions and 
appeal to the country for the removal of 
those restrictions through constitutional 
amendments on the grounds that only 
by this method can the promises of the 
New Deal be realized. 


In this connection it is interesting to 
note that eight proposals for constitu- 
tional amendments to sanction social 
legislation have been introduced during 
the present session of Congress. The 
conjectured policy of the President re- 
garding this question ties in closely with 
the prevailing discussion in Washington 
as to the direction—right or left—which 
his future policies will take. Probably 
best informed opinion holds that it will 
not be changed materially toward con- 
servatism, that the New Deal is too 
much committed to liberal policies to 
turn back and that it is willing to stake 
its political fate in 1936 on those poli- 
cies, 


It may not be inappropriate to follow 
this thought with a reference to the new 
O'Mahoney Bill referred to above. This 
bill, which is the proposed American 
Federation of Labor Bill to license busi- 
ness, mentioned in the August issue of 
this magazine, has been introduced in 
Congress by Senator O’Mahoney of 
Wyoming under the title of S-3363. It 
is impossible to present a complete digest 
of this measure but the following brief 
summary will give an idea of its char- 
acter and suggest to every business man 
the necessity of giving this bill the most 
careful study. While this summary re- 
peats in some respects the summary of 
the proposed bill which was given in 


Gendreau 


Behind these columns, in this new home of the U. S. 
Supreme Court, the “New Deal” will ” its final 


"stamp of approval" on recently passe 


the last issue of this magazine it is be- 
lieved advisable to describe the bill as 
it has actually been introduced in Con- 
gress. 

The bill as presented increases the 
membership of the Federal Trade Com- 
mission from five to nine commission- 
ers two of the additional commissioners 
shall represent national organizations 
of employees, and two are to represent 
national organizations of employers. 
The Commission is authorized and di- 
rected to “develop a general program for 
the coordination, stabilization and or- 
derly development of the basic industries 
of the United States and for a more 
equitable distribution of the earnings of 
commerce, ttade and industry to those 


legislation. 


employed therein and to the investor of 
capital therein, and, * * * * to summon 
a national industrial conference at which 
employers, employees, the investing pub- 
lic, and the public generally may be rep- 
resented.” The Commission is authorized 
and directed to investigate basic trades 
and industries, report thereon to the 
Congress and recommend methods of 
fair competition. It is empowered to 
recommend a minimum wage where it 
finds wage scale abuses. 

The bill requires that all corporations 
must obtain a license from the Commis- 
sion and stipulates that such licenses 
shall contain various labor provisions 
which: are similar to those of the Na- 
tional Industrial (Cont. on page 29) 
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Foreign exchange’s relation 


to the recovery of business 


countries throughout the world can 
build back to a stable economic 
position until there has been a re- 
covery of trade. This must take place 
not only within the respective countries 
throughout the world but also. between 
these countries on an international basis. 
Irrespective of whether one embraces 

. the thought that internal recovery must 
precede international recovery or 
whether international recovery must 
come before internal recovery, there is 
no question but that trade recovery 
throughout -the world is a paramount 





7 Neither our own country nor other 
¥ 


factor in ‘economic and social develop-.. 


ment. “Nationalism and _nationalisti¢ 
thdught ‘may be applied to a certain de- 
gree but has its limitations in the world 
as it exists today. With modern trans- 
portation, communication and social in- 
tercourse between all peoples of the 
world, it is impossible to view the de- 
velopments of the last 100 or 200 years 
and eliminate from consideration ititer- 
national trade. i 

If we had a universal medium of 
exchange, a universal currency, the 
problem of foreign exchange would 
not be a factor in our consideration. I 
am not advocating such a system, but 
mention it in order that we may better 
visualize the problem before us. 

With a single monetary unit through- 
out the world, exchange in settlement 
of obligations could be taken care of 
much the same as within any present 
political unit, for example, our own 
country. While there would be some 
slight consideration of rate on account 
of the time element, we would not have 
the situation as it now exists with the 
dozens of different monetary units used 
by the various trading nations of the 
world. 

What is foreign exchange? For our 
purposes we can consider it to be the 
balancing of the units of currency of 
one country in terms of another, and 
to simplify the consideration it might 
be looked upon basically the same as 
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the trading of any two dissimilar com- 
modities. If the people of one country 
have a certain number of units of their 
currency and they wish to acquire units 
of currency of another country, we 
must effect through some recognized 
market a barter arrangement whereby 
the number of units of one currency is 
considered: as equivalent or equal to the 
units of another currency. It may be 
looked upon in the same way as trading 
or balancing off a certain number of 
tons of coal against a number of bushels 
of wheat. The various currency units 
used are merely an expression of value 
and a medium of exchange in settling 
obligations within any one country. 
When used beyond the borders of that 
country their relative value to the units 
of another country creates a rate of 
transfer or a rate of exchange. 

I will not go into the various factors 
which determine rates or into the details 
of rates, arbitrage, etc., either on cable, 
spot, time or otherwise, as these are re- 





finements of exchange trading rather 
than the basic problem which we are 
considering. 

As I have mentioned previously, if 
there were in existence a single unit of 
value recognized universally throughout 
the world as a basis of currency, the 
problem would be greatly simplified. 
Without getting into an argument as to 
whether or not a gold basis should be 
used, however, let us take that as an 
example of what has been more widely 
used than any other unit. Any currency, 
therefore, which is based on gold could 
for our consideration be taken as a 
standard. The units of all other cur- 
rencies, therefore, become relative in 
the foreign exchange market depending 
upon the gold value of these currencies 
or their considered gold value under 
current conditions. 

Briefly, assuming gold as the basic 
international unit, exchange can then be 
divided into five main classifications: 
(1) between countries on a gold basis; 
(2) between countries on a gold basis 
and those on a silver basis; (3) be- 
tween countries on a gold basis and 
those on an inconvertible currency basis; 
(4) between countries on a silver basis 
and those on an inconvertible currency 
basis; (5) between countries on an in- 
convertible basis. 

Each currency has its value within the 
country to which it belongs and at the 
same time has a relative value to other 
currencies irrespective of what point of 
view one may take in their relative con- 
sideration. Exchange rates basically de- 
pend on the law of supply and demand 
and are the expression of opinion of 
those dealing in exchange or having 
occasion to use foreign monies as to 
how they presently value the currency 
of another country or what they believe 
that value will be in the future in world 
markets. 

One thing that is often overlooked 
by those who are not actively engaged 
with foreign trade and even by some of 
those who believe that they are inter- 
national traders is the fact that foreign 
exchange enters into every transaction 
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between buyer and seller where a differ- 
ent currency unit is used by the two 
parties in the transaction. 

Because goods may be imported and 
paid for in dollars does not mean that 
an exchange transaction will not take 
place. If goods are sold only in dollars 
there is still an exchange transaction. In 
the first case the seller must transfer his 
dollars into his local currency for use 
in paying his production or manufac- 
turing costs. In the second case the 
buyer must purchase the dollars with 
which to make payment. 

While each individual transaction 
may not go through this process, never- 
theless, in the course of trade and arriv- 
ing at a balanced debit and credit be- 
tween trading countries, this factor must 
either directly or indirectly come into 
consideration. If the American seller 
takes foreign currency in payment for 
exports the foreign exchange problem 
is more evident to our traders here. Even 
if exchange is covered forward, there is 
still a foreign exchange transaction with 
the exchange risk transferred to an ex- 
change trader. It is, therefore, evident 
that in every phase of relationship be- 
tween peoples using different currencies, 
there must come into consideration a 
foreign exchange problem where any 
monetary settlements take place. 

This problem may be in four main 
classifications: (1) The minimum fluc- 
tuations in exchange rates which take 
place where a universal standard, such 
as gold, is used and where the fluctu- 
ations in the rate are determined by the 
import or export point of the metallic 
monetary standard. Such fluctuations 
are limited. (2) When a currency base 
is suddenly changed arbitrarily by gov- 
ernmental ruling, such as was the case 
with our dollar recently and a sudden 
violent fluctuation takes place. After 
the immediate fluctuation a stabilization 
in rate becomes effective, and from that 
point forward the fluctuation is limited 
to the first category. (3) Unbalanced 
trade or unbalanced budgets within a 
country over a period of time, or when 
anticipated in the future, bring about 
fluctuation in the rate which varies with 
the trade conditions. ‘This is particu- 
larly evident where inconvertible units 
of currency are used. (4) Arbitrary re- 
strictions or hindrances which may be 
placed upon the movement of exchange 
by any country directly affect the rates. 

Basically, such restrictions, whether 
of not wise or justified, are nevertheless, 
undertaken for the purpose of protect- 
ing the domestic economy of the coun- 
tty placing these restrictions. An 
exchange problem of any serious nature 


only takes place where changes in 
currency base are undertaken or where 
restrictions are such that exchange trans- 
actions cannot be undertaken and, there- 
fore, a means of settlement in payment 
for obligations is hindered or entirely 
suspended. 

The foreign exchange problem as it 
exists today is not, in my opinion, the 
basic cause of foreign trade difficulties, 
but rather the result of unbalanced or 
unsound economic, social and political 
conditions within any country or be- 
tween countries. Difficulties in foreign 
exchange do not bring about these prob- 
lems, although they may accentuate them 
and make them more difficult to handle; 
rather, foreign exchange problems are 
the result when economic and trade 
situations become so far unbalanced as 
to make the ordinary evaluation of the 
units of another currency uncertain for 
the present or future. They may also 
be the result where arbitrary restrictions 
prevent the flow of exchange or bring 
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about a complete blocking of the usual 
means of settlement, thereby making it 
necessary for transactions to be made 
through round-about and unusual chan- 
nels of necessity difficult to handle. 

If we consider today ninety of the 
principal countries or sub-divisions of 
countries throughout the world where 
foreign exchange transfer is necessary 
for the settlement or inter-country obli- 
gations, or where units of a foreign 
country are used as a basis for normal 
trade, we find that thirty-four of these 
countries have exchange restrictions in 
one form or another. Of this group, 
ten of the Latin American countries 
have exchange restrictions and include 
such nations as Argentina, Brazil, Chile, 
Bolivia, Costa Rica and Uruguay. 








In Europe, fifteen countries have ex- 
change restrictions, among these are 
such important countries as Austria, 
Czechoslovakia, Denmark, Greece, Italy, 
Spain, Turkey and Russia. I will not 
attempt to go into the various details 
of the restrictions of any of these coun- 
tries. They range all the way from ar- 
bitrary shutting off of exchange transfer 
to a control of exchange through the 
special commissions which permit only 
a part of the exchange to be allocated as 
the commission may see fit, fundamen- 
tally determined upon the amount of 
exchange available. 

A further complication arises in some 
quarters where through special arrange- 
ments of a bilateral nature exchange is 
not allocated freely to all in chronologi- 
cal order but, rather, depends upon the 
trade balance between any two coun- 
tries; at the same time arbitrage or deal- 
ing in other exchange is prevented. I 
do not wish to appear critical of all 
exchange controls. They present ex- 
treme difficulty and a hindrance to 
trade but, nevertheless, it must be 
realized that in emergencies some con- 
trol and restriction of exchange trading 
may become necessary in order that a 
country protect its monetary reserves or 
prevent, as far as possible, further un- 
balancing of an already seriously un- 
balanced trade. 

Generally speaking, exchange control 
restrictions permit a supply of exchange 
in limited quantities at official rates in 
such countries. Business can be trans- 
acted in practically all cases through an 
unofficial or a bootleg market, or in a 
number of cases through what is called 
a free market. The rates for such trans- 
actions, however, impose a _ severe 
penalty on either the buyer or seller de- 
pending upon which assumes the risk 
of exchange and the difference between 
the official and the free rates. 

Where foreign exchange does not 
move freely, the movement of goods is 
retarded because the seller is faced with 
the problem of finding payment in a 
currency which he can use. The seller 
has one of two main alternatives: either 
he can sell in his own currency and in- 
sist that the buyer obtain sufficient units 
of the seller’s currency to settle the ob- 
ligation through the exchange market, 
or he can sell in the units of the foreign 
currency and he, himself, take the re- 
sponsibility of the transferring of the 
foreign units to his own currency. 

In the first case, the buyer, if ex- 
change restrictions exist, often cannot 
obtain exchange to make his payments, 
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irrespective of how wealthy he may be 
in his own monetry unit, or else he is 
forced to utilize more than the normal 
and reasonable number of his own units 
of currency to purchase the agreed units 
in the open market for settlement of the 
obligation. 

In the second case, the buyer is able 
to make prompt settlements in his own 
currency unit but the seller then has 
these on deposit abroad and must take 
the responsibility of transferring them 
into a unit which he can use for his 
own labor and other costs. Perhaps the 
seller is fortunate enough to manufac- 
ture or merchandise abroad, in which 
case, however, assuming a profitable 
operation, the profits cannot be trans- 
ferred and actually constitute a fixed in- 
vestment in the foreign country. 

Exchange restrictions also change the 
price level within any country because 
of the interdependence of prices and 
the almost universal necessity for im- 
port and export in order to maintain 
national economy. 

Employment is affected, through the 
inability of settlement through the 
foreign exchange market. A decrease 
in either export or import business 
means less manufacture, less trade, not 
only in direct manufacturing or produc- 
tion for export but in the related fields 
of transportation, insurance, etc. Work- 
ing capital is tied up on account of ex- 
change restrictions. Many of our 
exporters throughout the world are 
forced to maintain exchange balances 
in currencies which cannot be utilized, 
which can only be carried on their bal- 
ance sheet at some official figure, but 
cannot be used as capital for additional 
productive efforts. 

I have only attempted to touch some 
of the fundamental factors in regard to 
commercial transactions but, of course, 
the foreign exchange problem is again a 
serious one in the settlement of inter- 
national obligations of any character or 
where governmental debts, securities or 
service on securities are concerned. This 
comes about because of the loss or pos- 
sibility of loss necessitated by effecting 
settlement at a different rate of exchange 
from that originally contemplated when 
the transaction was made. 

There is also a decided retarding in- 
fluence on the issuance of much de- 
sired and needed loans of a sound in- 
ternational character. Such loans would 
help to bring about economic and social 
recovery and if used on a productive 
basis lead to developments throughout 
the world with the direct result of in- 


Foreign exchange restrictions are, in effect, walls around each national unit. 


creased trade. With an unbalanced and 
uncertain foreign exchange situation, 
quite naturally a hesitation exists in un- 
dertaking such underwriting, chiefly on 
account of the uncertainties of the fu- 
ture and the possibility of violent and 
arbitrary exchange fluctuations taking 
place. 

Unfortunately, such changes and fluc- 
tuations are often looked upon only in 
the light of the present with far too 
great a disregard for contracts and the 
agreements originally entered into. 
Emergencies may bring about temporary 
postponement but should not bring 
about repudiation. 

The importance of the difficulties of 
exchange in the opinion of those who 
are actually doing an international busi- 
ness was very forcefully brought out by 
a survey I recently made. In this survey 
covering a cross section of a large num- 
ber of leading American exporters in 
all lines of trade and industry, 99.5% 
considered the foreign exchange prob- 
lem as the greatest difficulty which they 
had to face. They could surmount and 
successfully solve the problem of sales, 
transportation and credit. They were 
amply financed under reasonable con- 
ditions, but the question of exchange 
transfer with many leading markets 
presented a problem which they found 
difficult or impossible of solution. 

I wish to point out the differentiation 
between the credit and exchange risk. 
Unfortunately, in the minds of many, 
the two are confused and referred to in 
a broad term of the “credit risk.” There 
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is, however, a distince differentiation be- 
tween the credit risk and the exchange 
risk. 

The responsible buyer is in a position 
to pay in his local currency. His finan- 
cial statement in that unit is sound and 
his local trade depends upon that mone- 
tary unit as a means of evaluation. 
Where the exchange problem enters into 
the picture, irrespective of how respon- 
sible he may be financially or morally, 
he may not be able to fulfill his obliga- 
tions because the foreign exchange 
required for the settlement of the obli- 
gation is either not obtainable or, if it 
is, then at an unreasonable rate. From 
many years of experience in foreign 
trade, both in the banking and commer- 
cial field, it is my belief, confirmed by 
many export shippers, that a credit risk 
abroad, when properly investigated, is 
just as good or better than a domestic 
risk may be—probably better because 
more care is used in evaluating the risk 
before business is transacted, and once 
the obligation is undertaken it generally 
is fulfilled, if at all possible. 

The erroneous impression in the 
minds of many persons, and, unfortun- 
ately, even held by some leaders of our 
economic and political life, that foreign 
trade, by and large, is insecure, hazard- 
ous and undesirable business, can easily 
be disproved by even a cursory examin- 
ation of actual business transactions car- 
ried on daily by those engaged in in- 
ternational trade. We hear much of 
the default on foreign bonds, but an 
analysis will prove that on a percentage 
basis the record compares favorably with 
many types of domestic securities. We 
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hear too frequently of the insecurities 
of foreign trade and the moral laxity of 
people abroad, but the actual records of 
credit losses by experienced exporters 
are much less than a fraction of 1%. 
This cannot be said by many engaged 
entirely in domestic trade. 

Because some governmental obliga- 
tions have remained unpaid, or because 
some unsound business may have been 
done, there are those who would have 
us cease international trade except on 
a cash basis. If we were to apply this 
same principle in our domestic business, 
we would not only return to the horse 
and buggy age, but retrogress far be- 
hind it. 

I will not attempt to set myself up as 
one who has a solution of this foreign 
exchange problem. It is basically of 
such a wide economic nature that no 
specific and arbitrary panacea can be 
evolved and immediately put into oper- 
ation, but there are certain factors which 
should, if properly considered and 
worked upon, lead toward a solution. 

Fortunately, within the last year or 
two, there has been a general awaken- 
ing to what experienced foreign traders 
have always known, namely, that we 
cannot occupy a creditor nation position 
in the world and operate with a debtor 
nation psychology. We must realize 
that we cannot have our cake and eat it 
at the same time. I will venture the old 
bromide that foreign trade is a two- 
way proposition but in the “terrible 
twenties” few so realized. We have 
ballyhooed for years in the name of 
foreign trade and increased export busi- 
ness without giving consideration as to 
how in the long run goods would be 
paid for. 

In spite of the many theories which 
I have heard advanced, I still believe 
that there is no way around the old law 
of supply and demand and no way 
around the fact that goods and services 
sold must ultimately be paid for by 
goods and services bought. 

Without wishing to step on the con- 
troversial ground of tariff argument, 
standard of living or maintenance of 
wages, if we are to continue to be a 
creditor nation and sell goods and serv- 
ices abroad, we must import goods and 
services or undertake an equivalent 
transaction in the world’s affairs. I do 
not advocate the switching of imports. 
It does no good to stop buying coffee 
from Brazil and suddenly develop coffee 
production in some other country and 
still consume the same amount of coffee. 

In the long run this does not help 
trade nor the exchange balance, but 
what I do believe should be done is to 


study the question of imports, look to 
the development of new articles, new 
processes, new luxuries, if you will, 
which are not destructively competitive 
with our own manufacturers nor de- 
structively competitive with our present 
imports. We must build up an in- 
creased appreciation that we cannot con- 
tinue as a creditor nation absorbing all 
the gold of the world and refuse to 
take goods and services. As the Hon- 
orable Daniel C. Roper, Secretary of 
Commerce, said recently, “We cannot 
be nationalistic in terms of imports and 
internationalistic in terms of exports.” 
We can well spend some of the funds 
allocated for our social and economic 
development in a study of the possible 
needs and uses which could be applied 
to imports from other countries. 

Trade recovery, either nationally or 
internationally, can only be attained 
through increased consumption, a rise 
in the price and use of raw materials 
together with further economic and 
social development which has a corol- 
lary im greater use of modern tech- 
nological development. 

We hear much of trade agreements, 
compensation agreements and barter 
arrangements. The latter are promoted 
largely to attempt to get around ex- 
change difficulties but unless they pro- 
mote new uses of goods and new trade 
rather than replacing of other trade 
there is no progress towards an ultimate 
solution. 

Stabilization of world currencies 
would, in my opinion, lead greatly to 
elimination of exchange problems, and 
thereby lead toward trade recovery. De- 
valutations and movements from the 
fixed currency base may give temporary 
advantage but do not in the long run 
solve the problem. They may be a 
political expedient or temporarily neces- 
sary, but all courses which lead per- 
manently from stabilization lead away 
from sound trade. It is not the relative 
rates at which stabilization may be un- 
dertaken, but, rather, the fact that 
stabilization exists which eliminates the 
violent fluctuations in exchange and the 
resultant difficulties. 

Much of the unbalancing of exchange 
is due to the flight of capital from one 
country to another on account of real or 
fancied insecurity. Until a better means 
of stabilization is worked out, gold 
should be used as a basis for stabiliza- 
tion, and the sooner that steps are taken 
in this direction by the important trad- 
ing nations of the world, the quicker 
trade recovery may be expected. Com- 
pensating treaties and bilaterial treaties 
of which they are well over two hun- 





dred in existence today, may appear as 
the way out, but in my opinion are a 
short-sighted policy. By their very in- 
crease in number, they complicate trade 
conditions throughout the world and 
will, if continued, of their own weight 
reach such a stage of interlocking diffh- 
culties and cross currents that their aban- 
donment will be a necessity. Some be- 
lieve in fighting fire with fire and in a 
world of such agreements to “out- 
agree” competitors. While the imme- 
diate results may not be as evident, in 
the long run a policy leading toward 
the elimination of such difficulties rather 
than their increase will be helpful. 

Recently our Government has been 
giving greater attention to foreign trade 
or at least to solutions of new problems 
in world trade recovery. It is my belief 
that the solution of most of the ex- 
change difficulties can best be handled 
through Governmental intervention. 

I do not advocate and see no neces- 
sity of exchange control in our country, 
but I do believe that Government 
through such an institution as the new- 
ly created Export-Import Bank can do 
much toward solving the exchange 
problem. The Export-Import Bank, as 
I have repeatedly said, should make its 
prime consideration exchange solutions. 

I do not advocate the bailing out of 
unsound trade or stabilizing of exports, 
nor do I consider this institution as a 
recovery agency. Except when the situ- 
ation is fundamentally unsound. Monies 
tied up abroad as the result of commer- 
cial obligations will in all likelihood 
ultimately be paid, but in the meantime 
a liberal attitude should be undertaken 
by the Administration in solving these 
exchange problems. Possibly advances 
can be made against funds tied up 
abroad temporarily as the result of com- 
mercial operations, and also provision 
be made for the freeing of exchange on 
new business. 

There are two main categories, one, 
foreign exchange difficulties brought 
about by temporary unbalancing of 
trade, and secondly, those brought about 
by fundamental unsound economic con- 
ditions. Those in the first category 
should be given careful study with a 
view to proper action. In the final 
analysis, the solution of the exchange 
problem depends upon an international 
trade balance taking into consideration 
both trade and services. However, this 
does not necessarily mean a current bal- 
ancing of trade at the moment. Rea- 
sonable expectation of economic and 
social development must be taken into 
consideration looking towards a bal- 
ance in future years. 
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Credit policies 
and net profits 


with an employment record of many 
years with his firm, presented the 
following problem:— 

The sales of his company for 1934 
were $250,000.00 and the bad debts 
amounted to $900.00 or .36 percent. 

He was severely criticized by others 
on the ground that he took undue 
chances with poor credit risks, and 
showed extreme conservatism with 
others. He requested pointers, com- 
ments and criticism for his enlighten- 
ment as he is seeking to improve his 
credit department. 

A request for additional information 
revealed the following :— 

The number of accounts sold in 1934 
were 1700 of which 1300 were active 
and 400 occasional. The occasional ac- 
counts represented special stores which 
purchased a certain class of their prod- 
ucts only one season of the year. The 
active accounts were classified according 
to capital and credit ratings, in number 
and percentage, as rated in the principal 
mercantile rating book. This classifica- 
tion showed that of the 1300 active ac- 
counts, 885 had a capital rating up to 
$35,000.00, and of these accounts about 
one-half had credit ratings in the third 
and fourth groups; also, 324 or approx- 
imately 25 percent. of the active ac- 
counts had no capital or credit ratings. 

The total collectible accounts receiv- 
able as of the end of 1934 represented a 
turnover of 35 days and were aged as 
follows :— 

Current 

Less than 30 days past due 

30 to 60 days past due 

60 to 90 days past due 15% 

Over 90 days past due 2% 

The terms of sale were 2/10 or net 
30 days. 

The increase in accounts sold in 1934 
over 1933 amounted to 15% whereas 
the sales increased by 12%. 

The products which were sold to re- 
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tailers exclusively, consisted of men’s 
work clothes. 

The bad debt rate for the years 1930 
to 1934 inclusive, never exceeded 82% 
in any one year 

At first glance there is very little ad- 
vice that can be offered as the informa- 
tion reveals a satisfactory bad debt rate 
and sales record. In view of the nature 
of the criticism it appears quite con- 
ceivable that what is desired is a definite 
formulation of credit policies in general 
and their relationship to net profit. 
These policies bring up the question, 
‘“‘when is it advisable to be conservative, 
or liberal, or both?” 

The answer to this question may be 
found in some of the suggestions hum- 
bly offered. A few of the underlying 
factors to be considered are, as fol- 
lows :— 

1. The nature of the products sold 

2. The margin of profit 

3. Line of business of the trades sold 

to 

4. Average capital of concerns sold to 
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The nature of the merchandise sold is 
classified under two general headings, 
which are perishable or novelty mer- 
chandise and non-perishable or staple 
merchandise. 

Perishable merchandise not only con- 
sists of articles which are subject to nat- 
ural forces such as weather and climate, 
but those subject to violent style changes, 
etc. The flow of this class of merchan- 
dise must be rapid as the element of 
time greatly affects the degree of profit 
as well as the depreciation in values. 

In non-perishable merchandise, the 
element of time for its disposal may be 
continuous or seasonal. It can be car- 
ried forward to the following season 
with reasonable safety, and is subject 
only to seasonal fluctuations. The width 
of the channel through which either or 
both classes flow may be wide or nar- 
row, depending upon the ultimate util- 
ization or consumption. Some commod- 
ities have a wider utility while others are 
more or less restricted. The merchan- 
dise coming under the perishable or 
novelty classification is generally exposed 
to much more substantial losses than that 
coming under the staple classification. 

It is evident, therefore, that in formu- 
lating a basic credit policy the nature of 
the merchandise sold must be considered. 
Where the merchandise is of a perish- 
able nature it will be necessary to be 
more liberal in fixing the lines of credit, 
and the selection of credit risks. The 
bad debt rate may be higher but the 
more rapid and larger distribution will 
overcome the higher losses because lower 
inventories will be subjected to this 
higher depreciation. Conversely, where 
the merchandise sold is more staple a 
more conservative credit policy is essen- 
tial. 

The next factor to be considered is the 
margin of profit. Practically all con- 
cerns ate on a competitive basis. In 
certain industries some concerns enjoy a 
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commanding position because of capital 
strength, patents, trade-marks, secret 
processes, etc. These concerns, under 
broad limitations, set their own selling 
prices and as a result their profits are sub- 
stantial. They have no credit problems 
because their credit terms must be strictly 
adhered to. Since normal business, how- 
ever, is on a rigid competitive basis small 
profits may be wiped out by large bad 
debts. Therefore, it follows that where 
profits are small a conservative policy is 
imperative. On the other hand where 
the profit margin is higher a more lib- 
eral credit policy may be pursued. The 
larger bad debt rate will be overcome by 
larger profits due to increased distribu- 
tion. 


Continuing with the next factor, the 
line of business of the trades sold to, we 
find that the nature of the sales outlets 
must be considered. These usually em- 
brace manufacturing, wholesaling and 
retailing. In addition, they may be a 
simple or multiple business. It follows, 
therefore, that where the products sold 
by the outlets is limited to a single line, 
or a few lines, the shipments to such 
accounts will be more or less substantial. 
Under these circumstances the lines of 
credit will be heavy and a more conser- 
vative policy will be in order in the 
selection of credit risks. 


Where sales outlets have a variety of 
products their purchases are more or 
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less spread over a wider range of supply 
sources. Under these circumstances a 
combination of conservative and liberal 
policies will be necessary in order to ob- 
tain greater distribution. It may be ad- 
visable to be liberal in the selection of 
credit risks and conservative in parcel- 
ling out credit limits. 


One more factor will be considered 
and that is, the average working capital 
of the trades sold. From reviewing a 
number of balance sheets the size of the 
capital, and the ratios determine to a 
certain extent whether we should be 
liberal or conservative in the selection 
of credit risks and credit lines. What 
constitutes adequate working capital de- 
pends upon the methods of operation as 
well as the type of business. Ratios may 
appear to be disproportionate in certain 
industries, and the same ratios be normal 
in others. 


Applying these factors to the partic- 
ular case under review we find that the 
nature of the products sold is in the field 
of staple goods. The degree of com- 
petition unquestionably means a nar- 
rower margin of profit. It can safely be 
concluded that a conservative credit 
policy is the logical one to follow. 


The other factors mentioned are lines 
of business of the trades sold, and the 
average capital of such concerns. We 
know from the facts given that this com- 
pany sells to retailers exclusively. From 
the capital and credit classifications men- 
tioned the preponderance of the accounts 
employ a capital up to $35,000.00. 
These accounts have about an even mix- 
ture of the various credit grades. Due 
to this average capital, and the credit 
ratings which to an extent are limited, the 
credit policy should be one of restriction. 
It should be noted in this connection 
that the average amount sold to each ac- 
count during the year was $147.00. 
This low average of sales indicates that 
the flow of this class of products is prob- 
ably through a narrow channel. 


The class of trade sold by this com- 
pany is, as mentioned previously, to re- 
tailers exclusively. In addition, this 
class is of the multiple variety type in 
that a number of lines of commodities 
are dealt in. The purchases are spread 
over a wide range of supply sources and 
in limited amounts as is evidenced by 
the low average of sales. Therefore, a 
combined policy of liberal selection of 
credit risks, and conservative credit lines 
is in order. 


As our friend is seeking suggestions 
to improve his credit department the 





combined credit policies, just mentioned, 
is suggested for his earnest considera- 
tion. He should establish a blanket line 
of credit, within a reasonable amount, 
for every account which comes up for 
credit consideration regardless of credit 
and capital classifications. This blanket 
line should of course be subject to 
change or withdrawal if the information, 
experience, etc., should warrant such 
charge. In this way greater distribution 
is provided for, and may be more profit- 
able through increased sales and larger 
profits even though his bad debt rate 
should expand somewhat. 


The writer has discussed in a brief 
way a few of the underlying factors for 
the formulation of credit policies. There 
are other factors which should be taken 
into consideration but due to the brevity 
of space they cannot very well be treated 
here. The few factors mentioned have 
been applied to the particular problem 
based upon the information given and 
the assumption of other facts. 


In conclusion, there is no royal road 
to the selection of credit risks or the fix- 
ing of credit lines as they are matters 
for individual judgment. Major con- 
sideration should, however, be given to 
credit ‘policies as they have a direct 
effect on gross profit margins, and net 
profits. The problem presented by our 
friend is an interesting one, and it is 
hoped that these remarks will be en- 
lightening to him as well as to numer- 
ous other credit men who may have 
similar cases. 


a 
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“How” and “Why” of the 


Newspaper Credit Group 


by CHARLES A. COLTON, Credit Manager, Boston Transcript; 


Past National Director, N. A.C.M.; and founder of the Group. 


The “Why” of the Newspaper 

Group is so obvious that I need say 

wv very little about it but the “How” 

may require a little in the way of 
historical explanation. 

I became a member of the Boston 
Credit Men’s Association in 1912 and 
attended the National conventions at 
Cincinnati in 1913, Rochester 1914, 
Pittsburgh, 1916, Detroit, 1919. At 
none of those conventions did I ever 
meet a single newspaper credit man un- 
less I took occasion to go into some of 
the newspaper offices in the various 
cities where the conventions were held. 

While all of these conventions were 
of great interest, many of the speakers 
being nationally known, and although 
I became quite well acquainted with the 
delegates from my own district on the 
way out and back, I did not feel that 
the topics really touched on my own 
everyday business interests. I had be- 
gun to get rather discouraged about 
conventions and had about decided I 
would give up going to them. 

It was at the timee of the 1922 con- 
vention at Indianapolis, which I had 
about decided would be the last, that 
I was very much surprised one morning 
to hear of a newspaper man from Chi- 
cago who was said to be looking for me. 
He turned out to be that grand old man 
of the Newspaper Group, Mr. S. R. 
Haven, then with the CHICAGO 
NEWS, since retired. I understand that 
he is now living in Florida. 

Meeting just this one man convinced 
me that there were possibilities for a 
Newspaper Group in the National As 
sociation but as you have perhaps ob- 
served in your own business lives, ’if 
you really want to get something done, 
you often have to start it yourself. 


After it gets going it may proceed 
under its own power, but the main 
thing is to have someone actually 
start it. 

At that time the National Association 
had a membership of approximately 
thirty thousand and it published a direc- 
tory containing about that number of 
names. These were not segregated into 
the different lines of business so that it 
was necessary for me to go through the 
entire list and while the N. A. C. M. at 
that time seemed to be willing, they 
were not really co-operative, as they are 
nowadays, so it required quite an in- 
vestment of both my own and of my 
secretary's time to find out just how 
many newspaper members there ac- 
tually were in the Association list. 

As I remember it, there were well 
over one hundred. With this list as a 
starting point I sent out circulars in the 
Spring of 1923 spacing them a month 
apart, stating what I believed to be the 
proper aim and purposes of the Group 
and inviting them to meet at the time 
of the National Convention to be held 
at Atlanta in June of that year. 

The topics for discussion in Atlanta 
were of a very general character—deal- 
ing with the acceptance and collection 
of transient items—the passing of cash 
discounts by advertising agencies—tele- 
phone order credits—lineage deductions 
and credit policies both local and gen- 
eral. We are dealing with these very 
same things in 1935 except that some 
of the papers have added the radio to 
their accounting and collection prob- 
lems, but prompt collection of your bills 
is much more imperative than it was a 
decade or more ago. 

During the Spring there were several 
inquiries about the proposed group 


CREDIT and FINANCIAL MANAGEMENT .. . SEPTEMBER, 1935 


24 


meeting so I felt sufficiently encouraged 
about it to continue. It was very gratify- 
ing to find New York, Cincinnati, Min- 
neapolis, Tacoma, Louisville, Boston, 
and all of the local papers in Atlanta 
represented at our first meeting and 
with the interest displayed at that time 
it indicated a very fine starting point 
for meetings to be held from year to 
year thereafter. 

At the Buffalo convention in 1924 
we were extended the privilege of the 
Buffalo Athletic Club and the Group 
was increased so that about twenty at- 
tended, or almost double the amount of 
the previous year. Lansing, Philadel- 
phia, Detroit, Rochester, Cleveland, 
Indianapolis, Providence, Camden and 
St. Paul were represented that year in 
addition to New York and Boston. At 
the Buffalo meeting George Deck, then 
of the PHILADELPHIA NORTH 
AMERICAN was present as was Mr. 
J. J. McCafferty then with the NEW 
YORK WORLD. Both of these papers 
have been discontinued but both Mr. 
Deck and Mr. McCafferty still retain 
their interest in the Group itself and I 
am sure they appreciate the friendships 
they have made at that time. 

At the 1925 convention, held at 
Washington, Dallas, St. Louis, and 
Newark were represented in addition to 
New York, Boston, Cleveland, Chicago, 
Providence, Philadelphia, Indianapolis, 
and St. Paul. At our meeting held in 
New York in 1926 there were almost 
forty present and extended our general 
acquaintance among the newspaper 
credit men as far as Miami, Florida. 


q 


Insure profits in 1935 with 
Credit Interchange Reports 





The 1927 meeting was held at Louis- 
ville, Kentucky, at which meeting Mr. 
John C. Rugenstein of Indianapolis 
presided. Mr. Rugenstein’s health was 
none too good at that time and he has 
since retired from his long and arduous 
service with the INDIANAPOLIS 
NEWS. Mr. Rugenstein had been 
President of the Indianapolis Associa- 
tion which had been in a pretty serious 
financial ‘“‘jam’” and I think that his 
overexertion in behalf of the local asso- 
ciation had a great deal to do with his 
subsequent ill-health. _ 

I did not have the pleasure of attend- 
ing the 1928 convention held in Seattle 
which I understood was presided over 
by Mr. Baldwin, of the SALT LAKE 
CITY TRIBUNE, who was with us at 
Louisville in the preceding year. There 
was a very excellent representation at 
the Minneapolis meeting in 1929. A 
slightly smaller one in Dallas in 1930 
and a larger one in Boston in 1931 to 
which members came from such widely 
scattered points as San Diego, Califor- 
nia, and Miami, Florida. We had a 
very good attendance at Detroit in 1932 
and we were given wonderful coopera- 
tion by the local papers. Under the 
chairmanship of Mr. Gratzer a very 
thorough-going exhibit was given of 
the various newspapers billing systems. 
There were also good meetings at the 
convention of Milwaukee in 1933 and 
Los Angeles in 1934. 

It has been extremely gratifying to 
me to note the interest and enthusiasm 
and pep that Mr. V. D. Stuart of Oak- 
land, Cal., has put into this work as 
chairman during the past year. 

Of recent years the National Associa- 
tion of Credit Men has been very 
helpful and sympathetic to this News- 
paper Group. In fact, I think that the 
Association is very anxious to have our 
support and cooperation at all times and 
in the three years that I have had the 
pleasure of serving on its National 
Board I have been able to “‘sell” the 
Newspaper Group to a great many of 
the other Directors, substantial men in 
their own communities and districts, 
who had never thought much about the 
credit requirements of newspapers in 
general or in particular. 

We are also in a position to be of 
tremendous aid to the A. N. P. A. in 
its efforts to stop “broadcast” advertis- 
ing and those undesirable local ad- 
vertisers who are in our districts 
permanently or, as frequently happens, 
only on a transient basis. 


Your "finger on the pulse" is a 
Credit Interchange Report 





Members of the newspaper, radio and maga- 
zine industries are requested by Mr. Allen 
Selby, of the Chicago Daily News, Chairman of 
the Newspaper Division of the National Asso- 
ciation of Credit-Men, to send him their names 
and affiliations so that he may from time to time 
send them information about the next annual 
meeting of this group at the 1936 Convention 
in Richmond, Va. 





EDITOR AND PUBLISHER has 
been very cooperative and helpful in 
giving us space in respect to our various 
activities and you will recall in CRED- 
IT AND FINANCIAL MANAGE- 
MENT a series of articles by financial 
editors of leading newspapers giving 
their view points on current economic 
conditions during recent months. All 
this ties in with our yearly program. 

With the years which pass so swiftly, 
the havoc which old Father Time cre- 
ates in our business and social circles, 





















































it is imperative that each and everyone 
of us enlarge, continually and unremit- 
tingly, our sphere of friendship and 
acquaintance. May the contacts that we 
have made in this Group, those which 
we have made in the past, and those we 
may make at similar meetings in the 
future continue alive, undiminshed by 
time, distance, or circumstances. 
Because after all, we make real 
friends by being friendly and by being 
loyal, earnest, tolerant friends to all 
those we include in that magic circle. 
And with that type of friendship, with 
faith and confidence in them and in 
ourselves let us go forward in the 
service in which we are engaged to 
the end that the benefit to each one 
of us will be for the benefit of us all. 





Just before the Cements 
Group met at the Pittsburgh 
Credit Congress, our alert cam- 
eraman caught Mr. Colton "talk- 
ing things over" with V. D. Stuart 
(on the left), chairman of the 
Newspaper Credit Group last 
year. It was a "hands-across-the- 
country" conversation for the 
Boston of Mr. Colton is far re- 
moved from the Oakland, Cali- 
fornia, of Mr. Stuart, where he is 
Credit Manager of the "Oakland 
Tribune." And to make all sec- 
tions of the country happy, the 
Group at its Pittsburgh meeting 
chose Mr. Selby (above) of Chi- 
cago to be its '35-'36 chairman. 
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As an executive, busy 
with the intricacies 
of a highly specialized 
business, the chances 
are you have not had 
time to study the 
intricacies of another 
highly specialized 
business—fire insur- 
ance and its related 
coverages. 


Did you ever hear of 
the “Fall of Building” 
clause? Are you 
familiar with the 
“Coinsurance Clause”— 
what it is—why it 

is and how it works? 


Don’t you really think 
you should know more 
about your insurance? 
Then why not consult 
our agent? He can place 
at your service all the 
facilities commanded 
by this company. We'll 
be glad to give you his 
address. 


The Connecticut 


Fire Insurance Company 
of Hartford, Conn. 


Cash Capital . . .$2,000,000.00 
Net Surplus. . . .11,013,713.79 
Assets 19,130,425.82 


Compensation 
\y rates 


(Continued from page 11) 


The increase in hazards, however, is 
but one part of the reason for increased 
insurance cost. With more continuous 
accident exposure, and, consequently, a 
greater number of accidents, a substan- 
tial increase in the income of salesmen 
would have been necessary to maintain 
a constant rate. Payrolls, however, have 
not increased in recent years; in fact, they 
have gone down. Commodities went 
into a decline following 1929, sales fell 
off rapidly, and in many cases it was 
necessary to cut commissions. Salesmen, 
making many more calls per month, 
found their personal incomes as much re- 
duced as did men in most other profes- 
sions. The only bright spot in their work 
was that improved roads and improved 
automobiles made wider territories and 
more prospective customers available. 
This, however, served to increase the ex- 
posure to traffic hazards. Thus the ele- 
ments of rate-making were working in 
both directions to increase insurance cost. 

Another unfavorable fact remains to 
be considered; compensation insurance 
coverage is still comparatively young. 
The first compensation policies were 
written in New York State in 1908. In 
the early years of compensation coverage, 
awards for injury and disability were 
fairly small. Any given accident now 
costs considerably more to an insurance 
company and to the employer, than it did 
some time ago. 

In some states, traveling salesmen are 
covered by compensation insurance for 
twenty-four hours a day, whether or not 
they are actually selling all of the time. 
Many hundreds of dollars have been paid 
for claims arising from the salesman’s 
need for entertainment in his non-pro- 
ductive hours, and these losses have 
greatly affected compensation rates. 

These changes are only indirectly due 
to the depression. True, greater effi- 
ciency is now expected, more calls must 
be made per day, prospects are visited 
more often, and the commission per visit 
is smaller. The big change is in the in- 
creased hazards of traffic exposure. Sell- 
ing, today, is mainly an automobile job, 
and as automobile dangers increase, ac- 
cident costs for salesmen will probably 
mount. | 

The accompanying chart graphically 
depicts the rise in salesmen’s compensa- 
tion rates. As was previously suggested, 
lower incomes may also affect this rate 
line. However, the average salesman 
drives many more miles in a year than 


the ordinary automobile owner, and his 
exposure to accidents is correspondingly 
greater. 

Rate increases are not the only accident 
costs that sales concerns must bear. In 
fact they may be the lesser of two evils 
emanating from accident occurrence. 
Time is money, and accidents cause much 
loss of time. Cars are disabled and laid 
up for repairs, samples are lost and dam- 
aged, public good will is impaired, sales- 
men are kept away from their trade while 
recovering from injuries—allowing com- 
petitors a grand entree. 

To these ccsts might be added the loss 
of a salesman, if he had been killed, or 
the lowered efficiency of a salesman, if he 
had killed some one else and had been the 
type of man who would have permitted 
such an occurrence to prey on his mind. 
There is also the loss of commissions to 
the salesman himself. 

Hidden costs, such as described in this 
example, are not covered by insurance. 
They must be paid by the employer out of 
his own pocket, and, on the average, they 
amount to approximately four times the 
actual compensation claim and medical 
cost. 

A concern employing sales-drivers and 
doing business on a national scale re- 
cently estimated that it had sustained a 
loss of more than $25,000.00 in a single 
year through loss of customers and im- 
paired public good will wholly because 
of automobile accidents for which the un- 
safe driving of its employees was respon- 
sible. 

Indications now point to higher com- 
pensation rates tor salesmen in the com- 
ing years. Automobile experience is 
growing constantly worse in spite of the 
efforts being made to convince drivers 
that they should proceed at sane speeds 
and should not take chances passing other 
cars on curves and hills or indulge in 
other known unsafe acts. While sales- 
men will always be exposed to the unsafe 
driving of others, they can control their 
accident experience to a large extent by 
driving more carefully than they now do. 
Concerns that employ salesmen can do 
considerable missionary work by making 
sure that the men who drive automobiles 
are fully capable. In hiring and retain- 
ing men, sales-ability has too often been 
the only consideration. Examinations in 
driving, in eyesight, and in general physi- 
cal condition, will do much toward stop- 
ping accidents. Tired drivers are always 
accident possibilities and the number of 
hours any man is allowed to spend on the 
road should be limited. When a day’s 
work is done, a salesman’s car should be 
put safely away in a garage, where its 
potentialities as (Cont.'on page 35) 
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ACCOUNTING AND CALCULATING MACHINES 


TYPEWRITERS 


CASH REGISTERS 


WRITES CIPHERS 
AUTOMATICALLY 


@ There is no cipher key on a Burroughs. 
All Burroughs Adding Machines write 
ciphers automatically. Since business 
figures involve so many ciphers, a large 
percentage of the work is done on a 
Burroughs without touching a key. , 


ART Vas 
NEEDLESS MOTIONS 


@ To subtract, touch the minus bar. To 
add, touch the plus bar. To correct a 
wrong key depression in any column, 
touch the right key in that column. To 
take a total, touch the jotal key. It's 
just that simple, fast and easy. 


PERMITS MANY 
SHORT-CUTS 


@ Burroughs’ keyboard is built for speed. 
Two or more keys and the motor bar can 
be depressed at one time. This often 
permits adding or subtracting an entire 
amount by a single stroke, 


This new Burroughs is so fast, simple 
and easy to operate—it offers so 
many time and money saving 
advantages—you will surely want 
to see it demonstrated on your 
own work. Call the local Burroughs 
office today, or write direct for 
illustrated, descriptive folder. 


BurrouGHs AppiING MACHINE COMPANY 
DETROIT, MICHIGAN 


CORRECT-POSTURE CHAIRS 
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This month’s collection letter: 


Submitted for the approval of our readers by 


F. NORRIS, JR., Credit Manager, A. S. Abell Co., 
Publishers, “The Baltimore Sun”, Baltimore, Md. 





1 am glad to send you herewith copies of the 

= series of letters that we use that have brought us 

W exceptional good results. Of course, these are 

used only on delinquent or slow and unsatisfactory 
accounts, or, on those that are not current. 

Letter No. 1, usually brings prompt response and 
then if we find that this request does not receive 
attention, we follow it in ten days with.Letter No. 
2. After one week, if we have not had payment of 
the account, we follow this with the ‘Final Request” 
in which we set a definite extension of ten days. This 
last request usually has the desired result and if pay- 
ment is not made, it does succeed in having the 
debtor state what he intends to do about settlement 
of the bill. 

We have found this series of letters very success- 
ful in bringing results and while it is our intention 
to continue a plan of this sort, the best results are 
obtained by changing the text from time to time. Of 
course, we do not use these letters on small classi- 
fied accounts, as they are handled in quite a different 
manner. 






LETTER No. 2 


Enclosed we hand you a statement of your 
account for advertising amounting to $........ 

This bill is long delinquent and our efforts to 
collect the account up to this time are without 
result. However, we want to show you the cour- 
tesy of a final reminder before placing the claim 
in the hands of our attorney. 

We are very reluctant to have to handle this 
account in this manner, therefore, appeal to you 
for your co-operation toward the settlement of 
this obligation before we hand it over. 

The matter is now in your hands and unless 
you have shown some evidence of a desire to pay 
within the next seven days, we shall pass the 
claim on for prompt action. Let us hear from 
you promptly. 


Very truly yours, 
THE A. S. ABELL COMPANY 
Credit Manager 


LETTER No. | 


We are apparently unsuccessful in securing 
your cooperation in connection with your past 
due account owing us for advertising amounting 
ee: ... Previous letters to you on this sub- 
ject remain unanswered. 

Our records indicate the above amount to be 
distinctly past due and at a point where some 
definite action must be taken toward settlement. 
A continuance of your present attitude will lead 
to an unfavorable reaction on our part toward 
further credit and also to different handling of 
the present account. 

We do not believe we are taking an unreason- 
able attitude in requesting that the account 
either be settled or reduced within the next 
week or ten days. We shall, therefore, expect 
to hear from you favorably within that time. 

This letter deserves your consideration. 


Very truly yours, 
THE A. S. ABELL COMPANY 
Credit Manager 


FINAL REQUEST 


Before we advise our Legal Department to 
proceed with Court action to recover the bal- 
I, oS ee eee owing us for adver- 
tising, we want to inform you, prior to giving our 
instructions, that there will be no further exten- 
sion granted if this payment is not in our hands 
og ea Nahar srs ys and have marked 
the record accordingly. We are very desirous 
of collecting this bill amicably and for that rea- 
son we are sending this final request. The matter 
is now up to you. 


Very truly yours, 
THE A. S. ABELL COMPANY 
Credit Manager 
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Recess and the 


y | New Deal" 


(Cont. from p. 17) Recovery Act, with 
certain additions. The Commission is 
given very broad powers to investigate 
all aspects of the operations of licensed 
corporations and to revoke licenses for 
violation of the provisions of the bill. 

The bill does not apply to the pro- 
duction of agricultural products, com- 
mon carriers and a few other types of 
corporations. 

It provides that all licensed corpora- 
tions must have their chief place of 
business and executive offices in the state 
in which they are organized. 

Title III of the bill provides for a 
Bureau of Corporations which is iden- 
tical with the Federal Trade Commission 
and sets up an elaborate procedure for 
the approval of corporations which are 
organized under the provisions of this 
title. 

It is still not believed that this bill 
will receive action at the present session 
of Congress but it will, of course, come 
up for consideration by the appropriate 
Senate Committee at the next session. It 
is evident from the above brief summary 
of its contents that the measure provides 
a strong degree of government control 
over business and its contents and im- 








plications should be fully understood by 


every business man. 

It is not an exaggeration to state that 
the happenings in Washington during 
the next four months may have far- 
reaching political implications. From 
January on until adjournment of the 
next session of Congress the eyes of the 
public will again be focussed on Con- 
gress but until then, the President will 
occupy the spotlight. Whether the 
present difficulties facing the New Deal 
will increase or be reduced during that 
period; whether the public can be con- 
vinced of the wisdom of the Adminis- 


Choose the Chelsea 
Where You Get 
The Most 

For Your 


tration’s utility program, the new tax 
bill, and other enactments of this session 
of Congress; and whether the President 
can regain the ground which he has 
undoubtedly lost during the past few 
months will all determine to no small 
degree, the future trend of political 
developments. 
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RIG 
THE BOARDWALK 


N the Exclusive Chelsea District... 

Ideal Location forChildren...Private 
Beach... Bathing From Your Room... 
Lunch in Beach Togs in Veranda Cafe 
-..Noted Cuisine...Daily Concerts... 
Dancing NightlyinGrill...MeyerDavis’ 


Orchestra. 
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exactly alike. 


is trivial. 


of better results from letters. 


The record containing 12 different letters is om in the 


Auto-typist like a player-piano roll . 
to the letter wanted . 


other work and turn out 200 letters a day. 
approximately one cent per letter. 





"om 


. turn the dial 
- press a button and the letter 
is pneumatically typewritten with pauses for inserting 
pertinent facts. One girl operating one machine = do 





onal 


The fellow who may be just an account on your books is an individual with 
personality. Just as there are no fingerprints alike, there are no two persons 


That is the reason that the personal letter—the one that in some way recognizes 
that individual—is the letter that gets results. Of course, when dictated in- 
dividually, and written manually on a typewriter such letters are expensive, 
' but when Auto-typed by the hundred, individually, with special references to 
the individual inserted, they are still personal. They still get results but the cost 


Concerns like Montgomery Ward & Company, Stewart Warner Corporation, 
Bethlehem Steel Company, John Wanamaker, and Consolidated Gas Company, 
have tried the Auto-typist plan and found that it pays dividends in the form 


If you are interested in testing out this idea as these companies did before pur- 
chasing, we shall be glad to send you the full details of the plan. No obligation 


or cost. 


American Automatic Typewriter Company 


608 North Carpenter Street 
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WHAT PRICE CREDIT? 


Firrece YEARS OF DANKRUPTCY 


See es 


| Total number of cases, 15 years—694,921 
as RR Total liabilities $12,366,382,000. 
: Realized from sale of as- 


1,161,302,000. 


Loss, regardless of cost of 
administration (a direct 
deduction from the na- 
tion’s resources and re- 
serves ) $11,205,080,000. 


There is much concern about Bankruptcy 
Law and administration; yet, assuming 
that assets were sold to assure maximum 
return, CREDITORS HAD LOST MORE 
THAN 90% OF THEIR CLAIMS BE- 
FORE THE BANKRUPTCY PETITIONS 
WERE FILED. 


Add to the foregoing figure the losses re- 
sulting from assignments, compromise set- 
tlements, state and federal receiverships, 
and those merely charged off and forgotten 
—none of which are included in the bank- 
ruptcy figures—and you have a picture of 
the present STAGGERING PRICE OF 
CREDIT. 


WHY SUCH LOSSES? 


Because when insolvency occurs, credits established on 
GOING-CONCERN values are liquidated with AUCTION- 
BLOCK VALUES. 


IN MERCANTILE CREDIT it isn’t necessary to gamble on whether assets are worth 
GOING-CONCERN or AUCTION-BLOCK figures. For purposes of credit, the assets of 
a customer meeting his obligations according to agreement have GOING-CONCERN value. 
When he fails to meet his obligations, his assets are quite likely worth only AUCTION- 
BLOCK figures. By determining the customer’s paying habits, you can decide which value 
to place on his assets; that is, if you have the up-to-date record of how he pays his bills. 


USE CREDIT INTERCHANGE SERVICE AND BE SURE OF ASSET VALUES. 


CREDIT INTERCHANGE BUREAUS 
NATIONAL ASSOCIATION OF CREDIT MEN 
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Get a Member 
In September 


News About CREDIT MATTERS 


A Section Devoted to Association Affairs 


SEPTEMBER, 1935 


Save on Losses 
With Interchange 





New Surveyto 
Give Valuable 


Dataon Trade 


—— 


Department of Com- 


merce Cooperates 
with N.A.C.M. in 
Important Venture 


Early this fall, perhaps in time for 
the November issue of our national 
magazine, the first of a new series 
of monthly surveys of wholesale 
credit conditions will be announced 
by the Department of Commerce in 
Washington. This survey is being 
worked out from monthly reports re- 
ceived from members of the National 
Association of Credit Men. The 
staff at the New York headquarters 
has been busily engaged in promot- 
ing this survey for several weeks and 
it is expected that the first report 
will be ready about October 20th. 

The plan involves the reports by 
our members, properly divided ac- 
cording to geographical location, etc., 
directly to the Department of Com- 
merce. There the data will be com- 
piled and analyzed and the figures 
teleased each month by the Depart- 
ment coincidentally with their publi- 
cation in CREDIT AND FINANCIAL 
MANAGEMENT. It is hoped to make 
this new survey one of the most im- 
portant sources of information on 
business affairs available to industrial 
executives, 

Each of the N.A.C.M. members 
selected by the Department of Com- 
merce will be asked to answer a few 
questions which will be mailed out 
by the Department each month. 
These questions will concern busi- 
ness volume during the preceding 
months, collection ratios, past due 
accounts, etc. These answers will 
be mailed to the Department of Com- 
merce on coded forms and handled 
a manner which will insure that 
the identity of the reporting firm is 
Not revealed. 

The general divisions of the manu- 
acturing and wholesale trades to be 
covered by the Department of Com- 
Metce survey are: automotive prod- 
ucts, clothing and furnishings, drugs 
end drug sundries, dry goods and 
(Continued on Page 32) 





‘‘Brain-Teaser”’ Invoice Problem Is 


Solved by Many C. and F. M. Readers 





Correct Answer on In- 
voice and Discount 


Case $50.49 


The “brain-teaser” published on 
Page 13 in the August issue of 
Credit and Financial Management 
drew the attention of quite a number 
of finance executives and quite a 
few of them sent in correct answers. 


Here is a short statement of the 
problem: An invoice in four figures 
was subject to a 60% trade discount, 
The bill as rendered only granted a 
55% discount. The bookkeeper cor- 
rected this error and noted that the 
corrected net amount showed the 
same four figures as the incorrect net 
amount. By adding the two net 
amounts together, he then noted that 
their sum showed the same four 
figures as those of the gross amount 
of the bill. What was the amount 
of the bill? 

Here are some of the correct an- 
swers sent in by our readers: 
Gentlemen: 

Being interested in financial prob- 
lems—as what credit man is not?— 
we fell for your problem, thereby 
wasting several minutes (or was it 
hours?) of three otherwise steady 
wage earning credit men’s time. 

Our method of solution consisted 
of inspection, deduction and elimina- 
tion as follows: 


Taking a random 4 digit figure we 
soon saw that the gross bill had to 
fall somewhere between 2500 and 
9999 in order to remain as 4 figures 
in the two net amounts. We simpli- 
fied the discount to a percentage basis 
thus: 











a———?/ 
é 5 

b—_—_—-? = 5% 

c———?/= 40% = 60% discount 
/i3A——? = 45% =55% “ 


Given that c and d are transpo- 
sitions of each other their difference 
b must be a multiple of 9 and thus 
“a” must also be a multiple of 9. 
Now we find that “a” is a figure 
between 2500 and 9999 and is a 
multiple of 9. Also “a” must end in 
0 and the figure next to the 0 must 

(Continued on Page 32) 


NOTE THIS RULE ON 


P. W. A. PROJECTS 





Washington.—Suppliers of materi- 
al on government contracts for con- 
struction of public works will be in- 
terested in a recent decision in the 
United States Court of Appeals for 
the District of Columbia which held 
that persons furnishing labor and 
material for construction of dormi- 
tories at Howard University at 
Washington cannot recover compen- 
sation under the Heard Act for the 
reason that Howard University is a 
private institution. This opinion, 
which was written by Associate Jus- 
tice Groner, reverses a ruling by the 
lower court that the dormitory con- 
struction was a public works. 

This action was precipitated by 
suit filed by several creditors on 
bonds which were required in the 
government contract. Apparently 
the nature of the contract and its re- 
quirements in connection with this 
construction project was the same as 
that involving the construction of 
post offices and other public build- 
ings, and this fact, particularly, the 
contractural requirements of bonds, 
led creditors to believe that the pro- 
visions of the Heard Act would ap- 
ply in this case. 

Because of this ruling it becomes 
highly imperative that suppliers on 
government contracts for public 
works construction make certain that 
the projects in question are actually 
“public works” before depending 
upon the protection afforded by the 
Heard Act. 


Robert Morris Group to 
Gather on October 8th 


The Robert Morris Associates 
will hold its Fall Conference at 
French Lick Springs, Indiana, start- 
ing on October 5th and running to 
October 8th, inclusive. 

Speakers and complete program 
announcements will be available after 
September 1st. 





@ 
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H.H.Heimann 
Declines Post 
at Capitol 





Is Offered Place as As- 
sistant Secretary of 
Commerce Under 
Daniel C. Roper 





Announcement was made late last 
month in the metropolitan press of 
the tender to Henry H. Heimann, 
Executive Manager of the National 
Association of Credit Men, of the 
appointment as First Assistant Sec- 
retary of Commerce to succeed John 
Dickinson. Mr. Heimann, however, 
after careful consideration of the 
rather flattering offer, decided to de- 
cline and will devote all of his time 
to his duties as Executive Manager of 
the National Association of Credit 
Men. 

It will be remembered that about 
eighteen months ago Mr. Heimann 
was “lent” by N.A.C.M. to the De- 
partment of Commerce to serve as 
director of the U. S. Shipping Board 
Bureau for a few months during its 
reorganization. During his service 
in Washington, Mr. Heimann made 
a very strong impression among Ad- 
ministration circles through his excel- 
lent work in straightening out the 
tangled affairs of the Shipping Board 
Bureau. At the close of his short 
service in Washington, our Executive 
Manager was given to understand 
that if he would but say “Yes,” he 
would be named to one of the high 
positions in the Department of Com- 
merce. However, he declared at that 
time that he felt the work of the 
National Association of Credit Men 
is as important as any other in the 
business field at this time and he 
felt that he could be of greater 
service in his N. A. C. M. position. 

Late in July at the special request 
of Daniel C. Roper, Secretary of 
Commerce, Mr. Heimann drafted a 
shipping bill for consideration by 
the Congressional Committees as a 
substitute for the Copeland and 
Bland Bills on the general subject 
of Federal control of shipping and 
relating especially to a new plan for 
direct shipping subsidies as advo- 
cated by President Roosevelt. 
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NACM NEWS and Notes 


Discount Problem 
Is Correctly Solved 
byC.xF.M.Readers 


(Continued from Page 31) 
be even in order to result in c and 
d coming out to 4 figures each. 
The lowest figure possible for “a” 
is seen to be 2520 and the highest 
9900 but by trial and error neither 
proves out. The next multiple of 
9 below 9900 to be tried must end 
in 0 with an even number next, so 
we find 20 X 9 or 180 has to be 
subtracted to give this arrangement. 
Thus we proceed until we come to 
the figure: 


5940 gross 
xX 45 


29700 
23760 


2673.00 


2376 net at 60% discount 
+2673 “ “ 55% 


5049 


And there you are, without the 
use of combinations or higher mathe- 
matics. We realize that there is 
probably a formula that would make 
the use of trial and error unneces- 
sary, but we are not a calculator 
and it was fun working it out as 
above. 

Respectfully submitted, 
Frank. K. Hutchinson, 
Solvay Sales Corp., 
Credit Dept., 
Syracuse, N. Y. 


Gentlemen: 

The punctilious merchant, sub- 
ject of your so-called “brain-teaser” 
discounted the bill by mailing check 
for $23.76 to X & Co. 

It is, of course, a point for some 
consideration whether the amount 
was actually $23.76, or $2,376. 
Nevertheless, I am inclined to choose 
the dollars and cents figure because 
if the straight dollar figure were true 
it would mean that the invoice was 
rendered without showing the two 
zeros after the period, which is not 
usually done in business. 

Now, as to whether or not the 
merchant took advantage of the dis- 
count, despite the fact that “his date 
for payment of the bill had passed ;” 
the following points are considered. 
Upon receipt of the invoice, the 
bookkeeper corrected the discount, 
therefore it was the intention to dis- 
count the bill. Secondly, the mer- 
chant wanted to be “put into a posi- 
tion to pay the bill that day” 
—consequently he must have wanted 
to avail himself of the discount, 
otherwise, even though he was 
punctilious, he would have allowed 
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Credit Career 


The Roanoke Association of Credit 
Men, of Roanoke, Virginia, has no 
more atdent supporter than the sub- 
ject of this sketch, M. S. Noffsinger, 
who is Secretary-Treasurer of the 
Roanoke Paper Co., Wholesale Paper 
Dealers. 

He was born in Botetourt County, 
Virginia, March 13th, 1878, and 
spent his boyhood and early man- 
hood on a farm.. On June 16th, 
1900, he graduated from the Duns- 
more Business College of Staunton, 
Virginia, and immediately took a po- 
sition as timekeeper and shipping 
clerk with the Covington Machine 
Co., of Covington, Virginia, manu- 
facturing mining and other machine- 
ry on a large scale. 

In a very few months he was put 
in charge of Credits and Collections. 
This company was not connected 
with any Credit Association, and 


it to run until due on net terms, 
rather than pay it net (for the gross 
amount) shortly after the discount 
period had expired. 
Very truly yours, 
Mr. Chester W. Langton, 
Mexican Petroleum Corp., 


New Survey to Provide 


Valuable Trade Data 
(Continued from Page 31) 
women’s ready-to-wear, shoe and 
leather goods, electrical goods, furni- 
ture and house furnishings, groceries 
and foods, meat products, hardware, 


a 
Insure profits in 1935 with 
Credit Interchange Reports 


covering a wide territory, as they did, 
it was often difficult to secure ade- 
quate information to enable him to 
intelligently pass upon credits, but 


due to his untiring efforts and good’ 


judgment, not many accounts were 
lost. 

In 1916 after having worked his 
way up to Vice President and Assist- 
ant Treasurer with the above com- 
pany, he left them to go into business 
with his brother-in-law, E. C. Ricks, 
at Uniontown, Penna., handling Min- 
ing and Coke making Machinery, 
also Trucks, Automobiles, Tires and 
Accessories, and operating a small 
coal mine. This was during the 
period of the World War, when 
credit was not such an important 
matter, as there was plenty of business 
and doubtful accounts could be 
passed up without much harm, but 
even under these conditions Mr. 
Noffsinger felt the need of a Credit 
Association. 

At the close of the war, the busi- 
ness at Wniontown like business al- 
most everywhere was at a standstill, 
and in September, 1921, he came to 
the Roanoke Paper Co., where he 
has since handled credits in a satis- 
factory manner. 

He finds the information he is 
enabled to get from the National 
Association of Credit Men through 
the Roanoke and other Associations 
makes his job much easier than it 
would otherwise be, and losses on ac- 
count of bad debts are much smaller. 

Mr. Noffsinger has filled almost 
every office in the Roanoke Associa- 
tion, and is always present at their 
weekly meetings unless it is impos- 
sible to be there, and feels he could 
not serve his Company nearly so well 
without the assistance of the Credit 
Association. 

His hobby: Getting to work early 
in the morning. 


jewelry and optical goods, lumber 
and building materials including 
paints, machinery equipment and sup- 
plies, paper and paper products, 
plumbing and heating equipment, to- 
bacco and tobacco products. 

This survey will be of special 
value to business executives as it will 
make available current information 
which will be of much more prac- 
tical value than the studies so far 
made by the Department on a yearly 
or semi-yearly basis. By following 
the new survey each month it will 
be possible to keep a check on the 
general trend in each particular line 
of trade. 


a 
Your "finger on the pulse" is a 
Credit Interchange Report 


|Portland Credit 
Men Start Season 
at Dinner Sept. 19 


Portland, Ore.—The first monthly 
dinner meeting of the Portland Asso. 
ciation is scheduled for Septembe, 
19th. Hugh E. Miller of the §;. 
monds Saw & Steel Co., Presiden. 
elect of the Portland Association, has 
appointed his committees and bys 
received assurance of active coopen. 
tion by every committeeman appoint. 
ed for the coming year. 

The first meeting of the Women; 
Chapter under the direction of Mrs. 
Ruth B. Heckman, is slated for Sep. 
tember 12th. 

The old saying that it takes the 
exception to prove the rule certainly 
worked out in the Portland distric 
during the late July period. On July 
13th the thermometer registered 104 
and for the twelve successive days 
the mercury was registered at higher 
than 80 degrees. Of course this was 
a very unusual run of weather, actu- 
ally the hottest in Portland's history 
and merely goes to prove the rule 
that Portland’s climate is generally 
delightful. 


Strong Committees 
Named by Richmond 
for Bureau Efforts 


Richmond.—The following com 
mittees have been invited to take 
charge of credit interchange, adjust- 
ment and collection work. The com- 
mittee on credit interchange will 
function under the direction of R. 
D. Clark as Chairman. He is from 
the Southern Bargain House, Inc. 
Other members of the committee art 
J. H. Wendt, R. C. Hyde, N. W. 
Thompson, H. E. Gilliam, O. W. 
Kucheman, and C. S. McKenney. 

The adjustment and collection 
committee is headed by J. N. Gibson, 
of the James McGraw, Inc. Other 
members of the committee are J. M 
Hough, W. S. Jenks, F. R. Madigan, 
H. L. Tate, W. E. Ford, and George 
W. Sutton. 


Oakland A. C. M. Now 
in New Office Suite 


Oakland, Calif—The Oakland As 
sociation is now situated in its new 
suite of offices at 218 Central Ban 
Building. The new offices are 
the same building as the old office 
but are more conveniently arranged 
and include special space for the at 
reporting division which had out 
grown its original quarters. 
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Miss Mary Merritt 


NACM NEWS and NOTES 


92 Years in Nat'l. 
Office, to Retire 


One of the most familiar faces in 
the national office, to those members 
of the Association who made regu- 
lar or casual visits to headquarters in 
New York, was that of Miss Mary 
Merritt, who resigned on September 
ist after twenty-two years of service 
with our organization. 

Commenting upon her resignation, 
Executive Manager Heimann paid 
her the following tribute: 


“Twenty-two years ago a young 
lady applied for a position with the 
National Association of Credit Men. 
Her application was accepted. From 
that day on Miss Mary Merritt has 
given continuously loyal service- to 
our organization as secretary to Mr. 
J. Harry Tregoe, to Mr. Stephen I. 
Miller and as my own private secre- 
tary. 

“It is difficult for any one to ap- 
praise the importance of her job, and 
to realize the widespread knowledge 
she possesses of Association affairs, 
particularly Association history. 

“Beloved by every one in the 
office, an exceedingly hard worker, 
whose whole life has been devoted 
to service to this organization, you 
can well understand how the Na- 
tional office will miss Miss Merritt. 
She leaves us to establish a home. 
We know the same sweet disposition 
and the same devotion to duty will 
characterize her home life that has 
been in evidence throughout her 
years of service to the Association. 


“Personally I wonder what some 
of us will do when a p:oblem comes 
up that may have been considered 
some twelve or fifteen years ago, 
and for which records are not avail- 
able, and Miss Merritt isn’t around. 
She will be leaving us, but I have 
an idea that there will be many 
‘phone calls to her in emergencies. 
The National Association feels very 
much indebted to Miss Merritt. We 
wish her the rich life she so well 
deserves and assure her that there 
will always be a place in this organi- 
zation’s heart for her.” 


Good Resort Business is 
Michigan Trade Factor 





Grand Rapids.—Northern and 
Western Michigan has enjoyed ex- 
Ceptionally good resort business this 
year. The fruit crops in the Lake 
Michigan area have also been above 
the average this season. 

Both of these situations have 
helped to improve general business 
Conditions throughout the area of 

ichigan surrounding this city. 





How many associations have a 
member who has been active every 
one of the last twenty-nine years? 
The Syracuse Association of Credit 
Men takes great pride in having, 
among its active members today, one 
of the pioneers in Association activi- 
ties. It was 1905 when Syracuse 
formed a permanent organization and 
in 1906 R. B. Roantree joined the 
Association, as representative of the 
Benedict Mfg. Co., East Syracuse. 

Immediately after his graduation 
from Canastota High School, in 
1888, Mr. Roantree entered the 
Canastota Post Office, as clerk. For 
several years he was bookkeeper for 
a canning factory and, in February, 
1904, took up the credit and ac- 
counting work for Benedict Mfg. Co., 
being elected Treasurer in 1906. 

As Secretary of the. Association, 
from 1907 to 1912, Mr. Roantree 
gave generously of his time and abil- 
ity, to build and strengthen the or- 
ganization born in 1905. During 
this period, he began attending Na- 
tional Conventions. Minneapolis, in 
1911, Kansas City, Indianapolis, Chi- 
cago, San Francisco, Detroit, Roches- 
ter; Buffalo and Atlantic City were 
among the convention cities. Twice 
he served as a member of the Na- 
tional Nominating Committee and 
was elected a National Director, at 
the Atlanta convention. During his 
term, the Adjustment Bureau was 
one of the principal subjects of dis- 
cussion by the National Board. 

As Chairman of the Educational 
Committee of the Syracuse Associa- 
tion, Mr. Roantree was influential in 


Credit Career 





organizing the New York State Con- 
ference, made up of six Associations 
and served as Chairman of the first 
Conference, held in Syracuse, Octo- 
ber 28, 1915. This marked the 
beginning of closer relationship be- 
tween neighbor Associations, in the 
Empire State, and promoted the study 
and discussion of the theory and 
practice of the credit profession. 


The election of Mr. Roantree as 
President of the Syracuse Associa- 
tion, in 1916, was a natural result 
of the years of devotion to its inter- 
ests. His re-election, in 1917, was 
ample proof of his popularity for, 
during the life of the Association, 
he is one of-only five who have 
served more than one term as presi- 
dent. 


During his first administration, the 
preliminary work was done toward 
the establishment of the College of 
Business Administration of Syracuse 
University. The war interrupted the 
program but classes were started in 
1919. The registration in the col- 
lege, last year, was about eight hun- 
dred. For this reason, it is held to 
be the most outstanding accothplish- 
ment of the Syracuse Association. 


Not a year has passed idly, for Mr. 
Roantree has served on all local com- 
mittees. For seven years he was 
Chairman of the Local Legislative 
Committee, during part of which 
time he was Chairman of the New 
York State Legislative Committee. 

If one achievement, for the bene- 
fit of Credit Men by Mr. Roantree, is 
more outstanding than others, it is 
his contribution to educational ad- 
vancement. His enthusiasm lead him 
to enroll in Syracuse Chapter of the 
National Institute of Credit and, 
during four and a half years, he was 
absent only twice. At the class din- 
ner, held in May, 1933, a framed 
testimonial of appreciation was pre- 
sented to Mr. Roantree, in recogni- 
tion of his faithful support and good 
fellowship. 


He holds certificates in Credits 
and Collections, Financial Statement 
Analysis, Business English, Econom- 
ics, Business Law, Advanced Credits, 
Merchandising and Public Speaking, 
and a Senior Certificate as a fellow 
of The National Institute of Credit. 

In loyalty, in service, and in the 
hearts of those who know him, R. 
Bertrand Roantree is the dean of 


| credit men in Syracuse. 








Zierk Named as Director 





Buffalo.—At the July meeting of 
the Board of Directors of the Credit 
Association of western N. Y. at 


Buffalo, Fred J. Zierk of R. C. Neal 
Co. Inc. was unanimously elected 
director for the unexpired term of 
the late H. Merritt Kinsey of the 
American Brass Co. 


InsuranceGroupto 
PromotePrograms 


by Local Ass’ns 





Encouraged by the interest shown 
in insurance matters at the meeting 
of the insurance group at the Pitts- 
burgh convention, a decision was 
reached to perfect an organization of 
a national scope to promote a discus- 
sion of insurance matters in all 
of the associations affiliated with 
N.A.C.M. Mr. Don C. Campbell 
of the Fidelity Phoenix Fire Insur- 
ance Company, Chicago, is Chairman 
of the new organization. 


Bulletins have been mailed to sec- 
retaries of all associations outlining 
the plan which includes a special 
insurance program at one of the 
monthly dinner meetings held by 
each association during the year. 


The plan has already resulted in 
several new memberships for local 
associations where the project as out- 
lined by Mr. Campbell’s committee 
has been taken up by the local asso- 
ciations. 


A recent survey conducted by the 
National Association indicated that 
credit executives are quite deeply in- 
terested in insurance matters and ate 
big buyers of insurance policies of 
various kinds. The new insurance 
group through its program for 1935- 
36 proposes to bring information 
about insurance matters to the atten- 
tion of the credit executives so that 
they will be in a better position to 
handle such important matters when 
they come to their attention. 


H. H. Heimann at 
Annual Meet of 
Northwest Jobbers 





St. Paul.—Executive Manager 
Henry H. Heimann addressed a 
luncheon meeting of the directors 
of the St. Paul Association of 
Credit Men at noon on August 26th 
and then went on to the Annual 
Meeting of the Northwestern Job- 
bers Credit Bureau, which was held 
on the afternoon of August 26th 
at the beautiful Automobile Club on 
the Minnesota River. Stockholders 
from the Twin Cities, Duluth, Su- 
perior, Fargo, Moorhead, Grand 
Forks, LaCrosse and other points in 
western Wisconsin and southeastern 
Minnesota attended. 


The meeting was marked by con- 
siderable enthusiasm over the pros- 
pect for improved business in the 
North Central and Northwestern 
states during this Fall and Winter. 
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Credit Education 


This Convention recognizes that in the 
severe stress and strain of the depression 
period, education for the credit desk, or of 
an advanced character for Credit Managers, 
has largely been sacrificed and allowed to 
rest when so many emergency demands were 
challenging the human and mental abilities. 

The world of business must recognize 
that credit management is professional and 
not mechanical, that it can not be done with 
a due sense of justice to buyers and sellers, 
to borrowers and lenders, unless there has 
been appropriate training with the one who 
is called upon to determine the safety of a 
credit risk. 

Credit has not been understood in the 
broad way that it should; because of this de- 
fect and the lack of training throughout the 
entire field of business on this subject, credit 
is too frequently abused, and history shows 
that whenever credit is abused there will be 
unpleasant and costly reactions. 

The time has now arrived, as the fair way 
to recovery is perhaps clearer today than it 
has been in several years, for a revival of 
education as one of the chief responsibilities 
of the National Association of Credit Men. 
Not alone is the education of beginners and 
assistants through elementary training de- 
sirable, but there is a special need for adult 
education; too many of our mistakes are 
made by those who have merely the experi- 
ence, but no grasp of the technique involved 
in the credit function. 

This Convention urges in the most serious 
manner that all of the local Associations or- 
ganize classes for educating students in the 
elements of credit, and with curricula of 
study that will give to the students a real 
grasp of the subject and instill in them a 
sense of the responsibility involved in con- 
verting goods and money into receivables. 

Furthermore the Convention urges upon 
all Associations the holding of forum meet- 
ings wherein the senior Credit Managers 
may be given opportunities to study the eco- 
nomics of credit and to improve their pro- 
ficiency by an intelligent training that such 
meetings, when well arranged for and under 
competent direction, can assuredly furnish. 

This is a subject of ranking importance in 
the program of the Fortieth Convention of 
the National Association of Credit Men and 
the Executive Manager in conjunction with 
the Director of Education, is urged to con- 
tinue to lay special stress upon this depart- 
ment during the course of the current year 
and keep the needs of credit education con- 
stantly before the local Associations and 
their managers. 


Adjustments and Collections 


During its forty years of intensive study 
of the intricate problems of Credits and Col- 
lections for its members, The National As- 
sociation of Credit Men long ago demon- 
strated as one of the basic principles of this 
national organization that full cooperation 
between credit executives provided the most 
satisfactory and efficient means for obtain- 
ing the most profitable adjustment of claims 
against common debtors and the collection 
of accounts. 

The intricacies connected with this work 
can only be mastered through long experi- 
ence. The problems demand skill, diploma 
and resourcefulness. Those who do the wor 


“Be it resolved... 
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must be of unquestioned integrity and must 
be backed by financial responsibility which 
shall command complete confidence. 

In addition there must be the requisite 
mechanical and business facilities to assure 
prompt distribution of funds to creditors, 
and an economical management which will 
guarantee a safeguarding of assets. 

The National Association of Credit Men 
reafirms its belief in these basic principles 
for adjustments and collections: 

(1) That the matter of profit must be so 
regulated that this feature will not influ- 
ence the handling of adjustments and col- 
lections. 

(2) That the relation of the Bureau act- 
ing for debtors and creditors is in fact that 
of a trustee and so must be founded upon 
unquestioned financial responsibility. 

(3) That creditors are entitled to prompt 
settlements on collections made or adjust- 
ments completed. 

(4) That the remuneration to the Bureau 
must be upon a basis that will not place too 
large a tax upon the profits of business. 

It is the declaration of this 40th Annual 
Convention of the National Association of 
Credit Men that the approved Adjustment 
and Collection Bureaus of this Association 
are providing these four basic features of 
service to our members; that these member 
owned Bureaus afford many other essential 
and desirable advantages in this important 

art of the credit executive’s work; that we 

lieve these approved Bureaus merit the full 
support of all members of the National Asso- 
ciation of Credit Men; and that we point 
with pride to the excellent record of these 
Bureaus and commend them to the business 
houses of the entire nation. 


Washington Service Bureau 


This Convention heartily approves and en- 
dorses the Washington Bureau for service 
to the members of the National Association 
of Credit Men and commends the foresight 
of the Executive Manager in its installation 
and in the selection of its personnel. 

The business and financial eyes of the na- 
tion are now turned toward Washington; it 
has become the focus of a public interest 
unparalleled in the nation’s history. Ques- 
tions regarding legislation, departmental poli- 
cies and other important matters are 
constantly arising and without the aid of a 
well-organized bureau under competent direc- 
tion it would prove not alone difficult but in 
many situations unduly costly for members 
to ausie the information and assistance they 
desire. 

It is expressive of a forward look in the 
program of the National Association of 
Credit Men for this service to be arranged 
for, and at a time when so many depart- 
mental demands are straining the financial 
and human resources of the organization. 

With this approval and commendation the 
Convention urges that the Washington Bu- 
reau publicized in an effective way 
throughout the entire organization and mem- 
bers urged to use the services of the Bureau 
in a way that is reasonable and within its 
capabilities. 

Undoubtedly this service when fully under- 
stood and properly used will give to the 
membership another view of what their or- 


ganization is undertaking in their behalf. 

The personnel of the Bureau can continue 
to be af great service and of especial value in 
situations where first-hand and dependable 
information and advice are desired about 
what is transpiring in Washington that 
affects our commerce generally and our 
credit problems particularly. 


Banking: prosperity 
\, barometer 


(Cont. from p. 15) and commercial 
paper at fair interest rates, will a few 
legislators have anything worth while 
to reform, or communists to divide or 
confiscate? Is not their own much 
vaunted future prosperity a myth? 

Bankers must become more intensely 
public spirited, or there will not be 
sufficient commodity and commercial 
paper for profitable banking of any 
type. 

The consummation of the plan sug- 
gested would correct most of the past 
and present faults in banking practices 
without destroying the initiative that is 
so necessary if a bank is to be helpful 
to its community. 


Compensation 
\y rates 


(Cont. from p. 26) accident producer will 
be greatly reduced. 

Automobiles should always be in good 
mechanical condition—and should be re- 
placed when they are worn out. Probably 
much of the poor experience of salesmen 
during the recent “lean” years has been 
brought about by keeping cars in opera- 
tion when they should long since have 
been retired—or at least given a complete 
going-over in a first-class repair shop. 

With regard to insurance rates, we are 
all our brothers’ keepers. A bad accident 
record for one concern affects others ad- 
versely. The factors that create high rates 
are all in the hands of the driver, his em- 
ployer and the general public. If acci- 
dent rates are to improve for salesmen, 
there must be a concerted effort on the 
part of all concerned to reverse the 
national trend of increasingly bad experi- 
ence. Traveling salesmen must rise above 
their environment and avoid accidents— 
even those that are so often said to be 
“the other fellow’s fault.” 


Grammatical 

Lady: “Hobo, did you notice that pile 
of wood in the yard?” 

Hobo: “Yes’m, I seen it.” 

Lady: “You should mind your gram- 
mar. You mean you saw it.” 

Hobo: “No’m. You saw me see it, 
but you ain’t seen me saw it.” 
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The business 


thermometer: 


gtess started a sprint toward ad- 

journment before the close of the 

month, the following headlines in 
the press brought encouragement for 
business: “Output of Steel Climbs to 
50% at Pittsburgh,” “Vast Improve- 
ment in Assets of Banks Shown”, “‘Chi- 
cago Brokers Expand in Biggest Week 
in 18 Months’, “Loadings Due for 
Sharp Rise’’, “Paint Sales for First Half 
of 35 are 15% Ahead of °34 and 
59% Over '33”, “Retail Sales Boom”, 
“Motor Production to Pass ’34 Total 
by End of August” and others of an 
equally enthusiastic nature. 

Rail freight: While the report on 
car loadings during the second week in 
August were two points below the 
average for the same period last year, 
rail statisticians predict big improve- 
ment in rail traffic during the early fall 
months. Replenishment of lumber 
stocks in retail yards, increased work 
on highways and grade crossing elimin- 
ations, general upturn in industrial op- 
erations are some of the factors expect- 
ed to bring about the increased car 
loadings. The enactment of the motor 
carrier bill also will enable railways to 
get back some of the business lost to 
trucking. 

Retail activity: Standard Statistics 
summaries of retail trade in the week 
ending August 17 were well ahead of 
last year. Reports from all sections of 
the country check with these charts. 
Boston and New York are the only 
areas behind the procession. However 
during July every section reported in- 
crease in department store sales as com- 
pared with last year. This increase 
came in face of a general decline in de- 
partment store prices. The report on 
department stores made to the Federal 
Reserve Board shows a 3% gain for 
the first seven months and a 14% gain 
in July over the same month last year. 
Rural sales also were up 2214% for 
the first six months this year. 

Wholesale trade: Buyers coming 
into the larger markets during August 
have brought encouragement in the 
wholesale trade. The New York Times 
“Buyers Arrival” list for July and 


=: On August 20th, just as the Con- 
w 


early August smashed a six year record 
for number of individuals registering. 
The three larger wholesale drygoods 
houses in Chicago reported gains in or- 
ders of from 20% to 25% over last 
year during the recent market period 
which closed on August 10. The Na- 
tional Retail Dry Goods Association 
has just closed a survey of the trade 
which indicates fall trade increases of 
10-15%. 

Steel production: Steel makers have 
heard the enthusiastic predictions of 
“better business just ahead” so many 
times, they have become quite shy of 
such bursts of enthusiasm. However they 
are rather happy over their own pro- 
duction reports which indicated a 50% 
of capacity output in the Pittsburgh dis- 
trict during the third week in August. 
This is found even if structural steel 
still lags 16% below last year and is 
less than a fourth of the output in the 
six best years. However the fabricated 
steel operators find a ray of hope in 
the report of the Engineering News 
Record which indicates that for the 
first seven months of this year indus- 
trial building contracts increased 6814, % 
over the same period last year. 

Bank conditions: The first report 
of Chairman Crowley of the Federal De- 
posit Insurance Corporation indicates a 
considerable reduction in “worthless or 
doubtful” assets of insured banks during 
1934. This writeoff of more than a bil- 
lion dollars in poor assets has been ac- 
complished through investment of new 
capital by investors and by the Federal 
Reserve Corporation. In his report 
about the condition of the nation’s banks 
Chairman Crowley said: 

“Deposit insurance, is not a complete 
remedy for the ills of the banking sys- 
tem, nor for the unstable business condi- 
tions which in the past have culminated 
in periodic banking crises. The sound- 
ness of the banks is intimately related 
to economic conditions, and the solvency 
of banks in the future, as in the past, 
while dependent in part upon the sound- 
ness of individual bank managements, 
will be controlled in large measure by 
general economic conditions and mone- 
tary credit developments.” 
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Dividend policies and 


equities of creditors 


by HERMAN HERWOOD, Herwood & Herwood, Certified Public Accountants, New York 


news of the day was replete with 

announcements of the reduction and 

passing of dividends. In the ef- 
fervescing years preceding the stock 
market debacle, the converse was true 
and the spectacle of the restoration and 
increases in surplus distributions was 
quite common. The cause for the dim- 
inuation of dividends is popularly 
ascribed to the severest depression in 
the history of our country. 

The extent of the decline in surplus 
and the consequent annihilation of 
dividends can best be understood when 
the figures of the Standard Statistics 
Company are examined. In 1929, 66 
corporations reduced their dividends as 
compared with 406 in 1930 and 978 in 
1931. In 1929, 228 corporations 
passed their dividends in contrast to 
837 in 1930, 1,403 in 1931 and 1,514 
in 1932. Is it sufficient to blame the 
depression or are there more fundamen- 
tal causes which caused a tottering of 
financial structures? If dividend pol- 
icies were unsound, were they in turn 
partly accounted for by archaic laws 
governing the distribution of surplus? 

Section 58 of the Stock Corporation 
Law of New York State provides that: 
“No stock corporation shall declare or 
pay any dividend which shall impair its 
capital or capital stock, nor while its 
capital or capital stock is impaired.” In 
other words, the law is primarily con- 
cerned in maintaining the amount of 
capital contributed. This obviously is 
for the protection of creditors, who in 
extending credit to a corporation rely 
on the inflexibility of the capital ac- 
count. 

In the distribution of surplus, great 
latitude is permitted directors. The 
courts have clearly decided that surplus 


es very recently the financial 
Me 


no matter how acquired is available in 
the discretion of the directors for the 
payment of dividends. Under this 
theory, enhanced value of assets con- 
stitutes distributable surplus. If there 
are insufficient funds to pay dividends, 
corporations have the power to borrow 
money to make distributions. In short, 
so long as there is no impairment of 
capital, the directors acting in good 
faith in the interests of the corporation 
and its stockholders have the power to 
determine what portion of the surplus 
of the corporation shall be divided 
among the stockholders. 


So long as the law fails to take cog- 
nizance of the sources of surplus, the 
opportunities for financial manipula- 
tions are many. Dividends may be 
paid out of the creation of legal surplus 
which includes: 

1. Writing up of intangible assets. 

2. Writing up of tangible assets. 

3. Reduction in stated capital value 
of stock. 

4. Stock donations. 

5. Acquisition of surplus arising 
from the purchase of stock in subsidiary 
companies. 

6. Profits arising from trading in 
corporation’s own stock. 


These methods have been employed 
by corporations seeking to maintain 
market prices of securities in order to 
make possible their sale at higher prices 
than earnings would justify. 


When the sources of surplus are so 
variable, some line of demarcation must 
be made. The appearance in corpora- 
tion balance sheets of different appel- 
lations of surplus such as Paid in 
Surplus, Revaluation Surplus, Donated 


Surplus, Surplus from Capital Gaines, 
General Surplus, Free Surplus, Un- 
divided Profits, Profit and Loss, Ap- 
propriation of Surplus, etc., calls for 
simplification. The Committee on Stock 
List of the New York Stock Exchange 
has taken leadership in this direction 
and in its recommendation to the presi- 
dent made these proposals: 


1. Surplus should be separated at 
least into Capital Surplus and Earned 
Surplus. If all Surplus is Earned Sur- 
plus (representing realized profits) it 
should be so designated. 


2. Any changes for the period cov- 
ered in either Capital Surplus or 
Earned Surplus should be indicated by 
adjustments thereto. 


The weight of authority and sound 
practice favors the payment of dividends 
only out of Earned Surplus. Mr. J. M. 
B. Hoxsey, Executive Assistant to the 
Committee on Stock List of the New 
York Stock Exchange, in an address be- 
fore the American Institute of Ac- 
countants emphasized the importance 
of Earned Surplus as the only. source 
for the payment of dividends. 


Other leading authorities in the field 
of finance are in accord with the view 
of Mr. Hoxsey. Dewing in his ‘“Finan- 
cial Policy of Corporations” sums up 
the case for sound dividend policies 
when he states that: 


“There remains, then, of the various 
sources of surplus, one and only one 
which may give rise ta that surplus 
from which dividends should be dis- 
bursed. This is the surplus arising 
from the normal annual accumulations 
from the profit and loss accounts. It is 
the surplus coming (Cont. on page 41) 


CREDIT and FINANCIAL MANAGEMENT . . . SEPTEMBER, 1935 


a7 


we 





















































Score sheet of collection and sales conditions 


Collections 


City City 
Buffalo 
Elmira 
Jamestown 
Rochester 
Syracuse 
Charlotte 
Grand Fork 
Dayton 
Toledo 
Youngstown 
Oklahoma City 
Tulsa 
Portland 
Allentown 
Altoona 
Harrisburg 
Johnstown 
Providence 
Sioux Falls 
Chattanooga 
Nashville 
Austin 

El Paso 

Ft. Worth 
Houston 
Waco 

Salt Lake 
Bristol 
Lynchburg 
Norfolk 
Richmond 
Roanoke 
Bellingham 
Seattle 
Spokane 
Bluefield 
Charleston 
Clarksburg 
Parkersburg 
Wheeling 
Fond du Lac 
Milwaukee 
Oshkosh 


Collections , Sales 


Birmingham 
Little Rock 
Los Angeles 
Oaklan 

San Diego 
Denver 
Southington 
Washington 
Jacksonville 
Tampa 
Chicago 
Peoria 
Evansville 
Fort Wayne 
Indianapolis 
South Bend 
Terre Haute 
Burlington 
Cedar Rapids 
Davenport 
Des Moines 
Sioux City 
Wichita 
Louisville 
New Orleans 
Boston 
Worcester 
Baltimore 
Detroit Good 
Grand Rapids Good 
Lansing Good 
Duluth Fair 
Minneapolis Good 
St. Paul Good 
Kansas City Fair 
St. Joseph Fair 
St. Louis Fair 
Great Falls Good 
Helena Fair 
Newark Fair 
Albany Fair 
Binghamton Fair 


Fair Fair 
Fair 
Fair 
Good 
Fair 
Fair 
Good 
Fair 
Slow 
Good 
Fair 
Fair 
Good 
Slow 
Fair 
Fair 
Slow 
Fair 
Good 
Fair 
Good 
Good 
Fair 
Fair 
Good 
Good 
Fair 
Good 
Fair 
Good 
Fair 
Good 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 


Fair 
Fair | 
Good 
Good 
Fair 
Fair 
Fair 
Good 
Fair 
Good 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Slow 
Slow 
Fair 
Fair 
Good 
Fair 
Good 
Good 
Good 
Fair 
Fair 
Gooc 
Fair 
Fair 
Fair 
Good 
Fair 
Fair 
Good 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Good 
Fair 


Slow 
Fair 
Good 
Good 
Fair 
Good 
Good 
Fair 
Fair 
Fair 
Fair 
Fair 
Good 
Good 
Fair 
Good 
Fair 
Good 
Good 
Good 
Fair 
Good 
Good 
Good 
Good 
Good 
Fair 
Slow 
Fair 
Fair 
Good 
Fair 
Fair 
Fair 


Slow 
Good 
Slow 
Fair 
Good 
Good 
Fair 
Fair 
Fair 
Fair 
Fair 
Good 
Good 
Fair 
Fair 
Good 
Good 
Good 
Fair 


Okla. 


Oregon 
Pa. 























Collection and sales comments: 


In San Diego, California, sales 
have shown a favorable improvement 

lu in that locality, due to the Exposition 
which they have had there. . . . The 
outlook for Fall in both sales and collec- 
tions in Denver, Colorado, looks good. 
The crop situation in this territory is 
favorable. . . . However, in Jacksonville, 
Florida, they are suffering from the 
usual summer quiet spell and also from 
the uncertainty connected with govern- 
ment expenditures which have stopped 
very largely in this state. . . . Chicago re- 
ports retail sales to be 6 to 8 percent. 
improved. Wholesale and manufactur- 
ing estimated 10 to 30 percent. improved. 
Consumer's goods show only a moder- 
ate improvement. The packing industry 
is retarded while durable goods and 
automotive products show a consider- 
able improvement. . . . The prospects 
for excellent crops all over the state of 
Iowa are good. The feeling is much 
better with a general business upturn 
starting about June 15. . . . Louisville 
Kentucky, tells us their sales suffered 
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slightly this month. However, their 
Fall outlook is good. . . . St. Paul, Minn., 
informs us their sales and collections 
show a continued improvement. The 
Twin City Market Week in early 
August brought an increased number of 
buyers, with a more optimistic outlook 
for Fall business. In Charlotte, 
N. C., an improvement was expected 


Summary 
This Month: 


Collections: 
Good 30 
Fair 42 
Slow 6 


Last Month: 
Collections: 
Good 32 
Fair 49 
Slow 8 


Sales: 
Good 31 
Fair 42 
Slow 5 


Sales: 
Good 32 
Fair 49 
Slow 9 


during August as the tobacco markets 
started opening on August 8th. Their 
collections will no doubt show a con- 
siderable improvement during the next 
thirty days with the marketing of tobacco 
getting underway. The past thirty to 
sixty days have shown some decline 
over previous months, however. . . 
From Portland, Oregon, comes the en- 
couraging report that business is un- 
doubtedly showing greater activity. In 
lumber and logging, one of the back- 
bone industries in this state, the strike 
is practically over and men are going 
back by the hundreds to the mills and 
woods. Their whole outlook is better. 
Johnstown, Pa., does not look for any 
change until late September. They an- 
ticipate the coal and steel businesses 
will be better at that time. . . 
Binghamton finds some customers 
buying C. O. D. due to delinquent ac- 
count, paying monthly on old obliga- 
tions. The buyers seem to show signs 
of increased .purchasing power... 
Albany collections have slowed down but 
it is looked on as seasonal since they usu- 
ally are slow during mid-summer. 
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Final analysis of 

y N. A. C. M. insurance survey 

Final analysis of the insurance market 
survey made by the National Associa- 
tion of Credit Men shows that 31 per 
cent of the members use only one in- 
surance agent or broker, 19 per cent use 
two, and 50 per cent use three or more 
organizations or individuals to serve 
them, insurance-wise. The research re- 
vealed the fact that the group using 
only one agent has about the same 
amount of protection as the group 
which employs three or more agents. 

The 6800 (of the 22,000 wholesalers 
and manufacturers studied) who entrust 
all their insurance to one agency pay 
each year an average of $7,296 for in- 
surance. The 11,000 who use three or 
more agents or brokers each pay $8679 
a year for insurance. So those firms 
which spread their different policies 
among friends, or buy insurance from 
various sources in the hope of getting 
bargains from specialists, are paying 19 
per cent more for the same insurance 
coverage. 

The questionnaire asked what kinds 
of insurance the firms queried carry (32 
different lines were named), whether 
Or not attempts have been made to sell 
them insurance they need but do not 
have, what kinds of insurance these 
manufacturers and wholesalers expect 
their debtor dealers and distributors to 
have, and which of the property and 
liability forms are in mutuals. Through 
another series of eight questions the re- 
search uncovered how many need the 
various forms of insurance. Of course 
every firm needs fire and compensation 
insurance, among others. But only 
those occupying buildings equipped 
with sprinklers need sprinkler leakage 
insurance, for instance. Only those 
having trucks need the various truck 
insurance forms, and only those who 
ship by mail need parcel post insurance. 

All the wholesalers and manufactur- 
ers need four “fire” lines, three forms 
of automobile insurance, and four cas- 
ualty lines. They are fire, windstorm, 
explosion and riot; automobile (for 
salesmen) fire and theft, collision, and 
public liability and property damage 
(which was shown as one line) ; com- 
pensation, general liability, robbery or 
burglary, and forgery or check altera- 
tion. 


a 
Chooses his own time 
Magistrate—“Is your husband a tem- 
perate man?” 
Woman—"Yes, but only when he’s 
sober.” 


In addition the research covered fif- 
teen kinds of property and _ liability 
insurance about each of which a ques- 
tion was included to reveal how many 
need the coverage. These were business 
interruption, profits or commissions, 
rents or rental value, sprinkler leakage, 
rail shipment, truck shipment, parcel 
post, salesmen’s samples, truck fire and 
theft, collision, public liability and 
property damage (called one type), 
non-ownership public liability and prop- 
erty damage (called one type), boiler 
or machinery, individual fidelity bonds, 
schedule fidelity bonds. 

In fire (and allied lines) those with 
one agent or broker have 44 per cent 
of the kinds of insurance they should 
have. This percentage also resulted 
among those manufacturers and whole- 
salers who have three or more agents 
or brokers. But those using two agents 
or brokers are only 37 per cent covered. 
This situation was general throughout 
the results of the research. A number 
of insurance men on one account cost 
more money than just one while pro- 
ducing the same results, but two insur- 
ance men seem to be worse than a 
crowd in their treatment of a single 
client. Perhaps their principle is to “‘let 
George do it.” In insurance buying, 


















“Consultyour Agent 
or Broker as you would 
your Doctorer Lawyer” 


TO HELP YOU SELL 
THE BILLION-DOLLAR BUYER 


D°? YOU want to sell your products to 
the United States Government—or bid 
on Government construction work? Uncle 
Sam buys summer and winter—in terms of 
billions. Through the Government Service 
Office of the U. S. F. & G. at Washington, 
you can obtain full advance information on 
coming Government purchases and building 
projects in ample time to submit bids. 

The U. S. F. & G.—one of America’s larg- 
est writers of surety bonds, and fidelity, bur- 
glary and casuality insurance—offers this 
service to clients for the advancement of 
their business. Call your local U. S. F. & G. 


agent or write to us at Baltimore. 
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UNITED STATES FIDELITY & GUARANTY COMPANY 
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FIDELITY & GUARANTY FIRE CORPORATION 
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When writing to advertisers please mention Credit & Financial Management 


apparently, one’s company, three’s a 
costly crowd, but two will be most ex- 
pensive of all. 

In the inland marine lines, also, both 
a single agent and three or more agents 
or brokers produce the same results: 20 
per cent of what’s needed. Here, cer- 
tainly, is a tremendous unexploited mar- 
ket. In the automobile lines the “three 
Or more agents” group are more com- 
pletely protected: 63 per cent. The 
“one agent” group is only 59 per cent 
protected against automobile and truck 
hazards. This is balanced, however, by 
the fact that those using but one agent 
are 72 per cent protected against cas- 
ualty hazards, and those using several 
are only 68 per cent protected. 

Over this list of 26 property and 
liability insurance lines the 6800 who 
employ one agent and the 11,000 who 
employ several are all 52 per cent pro- ° 
tected with insurance they need. But 
the 4200 manufacturers and whole- 
salers who have two agents in their 
services are only 44 per cent protected. 

As might be expected, the group 
whose members use several agents each 
has been more frequently solicited for 
the kinds of insurance they need but do 
not have than has the group whose 
members use only (Cont. on page 45) 
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new books 


Reviews of the im- 
portant books on business, 
to aid executives whose 
reading hours are limited. 


© This month's 
business book 


WHOLESALE ACCOUNTING AND 
CONTROL. By J. Brooks Heckert 
and Irving J. Stone. McGraw-Hill 
Book Company, New York. $3.00. 
This book discusses organization, co- 

ordination, budgets, charts, analyses, 

and the various methods of control rela- 
tive to accounts receivable, inventories, 
sales, expense and income, showing 
specimen forms which should be of 
great help to the accountant and comp- 
troller in the work of the accounting 
department and office management. 

The procedure outlined is for the use 

of the medium-sized wholesale concern, 

but is also applicable to the larger 
house. 

The methods are simply and clearly 
presented, with a view to showing how 
standards of performance and budgets 
will outline a plan for the guidance of 
departments heads; an analyses of the 
various phases of the business, presented 
presented as required by the executives, 
will enable them to have at hand in con- 
densed form a picture of the operations 
of the business showing comparisons 
with budgets and operations for other 
periods. 


The authors stress the need for up- 


to-date methods of accounting and 
competent accounting officers among 
wholesalers so that the executives may 
be able to secure the proper ‘reports 
showing costs, profits or losses, etc., and 
which will give them a basis for the fu- 
ture policies of the business with relation 
to prices, terms of sale, territory to be 
covered, etc., which must be carefully 
planned to meet competition in their 
line. —R. H. 


Among those present: 


THE REHABILITATION OF OKLA- 
HOMA COAL MINING UNIT 
COMMUNITIES. By Frederic Lynne 
Ryan. Published by the University 
of Oklahoma Press, Norman, Okla. 
$1.50. 

The current interest surrounding the 
introduction in Congress of the Guffey 
Coal Bill, which is designed to develop, 
practically, an NRA for the soft coal 
industry brings to the fore the problem 
of coal mining and the communities 
that are dependent upon this industry. 
Here is a systematic study of Oklahoma 
coal mining community conditions. As 
a sample of a well thought out analysis, 
it deserves consideration by all those in- 
terested in the various phases of our 
economic ill-being. 


MANAGEMENT OF AN ENTER- 
PRISE. By C. T. Balderston, V. S. 
Karabasz and R. T. Brechet. Pren- 
tice-Hall, Inc., New York. $5.00. 
Herein management is analyzed by 

three professors of industry of the 
Wharton School of Finance and Com- 
merce, University of Pennsylvania. 
From products to personnel the subject 
is treated with clarity and precision. In 
the variety of subjects covered there is 
a diversification wide enough to include 
profits, price determination, heat and 
light and ventilation policies, product 
design, maintenance of quality stand- 
ards, purchasing, inventory control, 
budgets, and the technique of organiza- 
tion. It is an exceptionally interesting 
publication. 


Casualty 
premiums up 

The Maryland Casualty Company, 
the United States Fidelity and Guar- 
anty Company, the New Amsterdam 
Casualty Company and the Fidelity and 
Deposit Company registered substantial 
increases in premiums written in the 
first half of 1935, the “New York 
Times” reports. 

Besides the expansion in gross busi- 
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ness, companies are said to show a 
sharp reduction in underwriting losses, 
a tendency noted since conditions af- 
fecting the insurance business began to 
mend two years ago. 

The upturn in the security markets 
also has brought a substantial apprecia- 
tion in the value of investment holdings 
of these companies, it was said. It was 
estimated that the investment portfolios 
of the four companies are now worth at 
least $5,000,000 more than at the end 
of March. 

All the companies noted a more fa- 
vorable experience in workmen’s com- 
pensation. 

The Maryland Casualty Company 
reported net premiums for the first six 
months of 1935 at $12,523,485, an in- 
crease of $973,694 over the correspond- 
ing period of last year. 


Introduce the 
y Aetna Reactometer 


Several months ago the Aétna Cas- 
ualty and Surety Company developed, as 
part of its campaign for highway safety, 
a device known as the Aitna React- 
ometer. This apparatus measures a 
person’s reaction time, thereby demon- 
strating the fact that, as no one can act 
instantly, no one can stop a car instantly. 

Since the original model was built, 
several improvements have been made 
and at the present time a new automatic 
model is in process of construction 
which requires no operator. <A great 
deal of interest has been shown in the 
Reactometer by Motor Vehicle Depart- 
ments as well as by large fleet oper- 
ators. 

At the moment the Department of 
Vehicles and Traffic at Washington, 
D. C., is using one of these devices to 
test applicants for driving licenses. It 
is planned to make at least 5,000 such 
tests, carefully tabulating the results and 
then checking these against the future 
driving records of the persons tested. 
Should the findings compiled from such 
“before and after” records show a defi- 
nite and significant relation | between 
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reaction time and accident frequency 
the tests may become a permanent part 
of District of Columbia requirements 
for drivers’ permits. 

The Connecticut Motor Vehicle De- 
partment also has borrowed one of the 
ZEtna Reactometers and set it up in the 
department’s main lobby where an at- 
tendant demonstrates it and explains 
the inseparable relationship between 
highway speed, reaction time and safety. 

As an added feature to assist in con- 
ducting a driver’s reaction test, the 
ZEtna has just prepared a slide film with 
accompanying phonograph record which 
explains the purpose of the test and the 
method of operating the Reactometer. 
The well-known radio announcer, Alois 
Havrilla, made the record and the film 
shows various closeup views that 
amplify the spoken explanation. 

A similar slide-film-talkie is also 
available as a prologue to.a showing of 
the AEtna’s highway safety sound pic- 
ture, “Saving Seconds.” 

All this material may be borrowed 
front the AEtna without cost or obliga- 
tion. A slide film projector may be 
obtained through any Western Union 
office at a very reasonable rental. In- 
quiries concerning this educational ma- 
terial may be addressed to any local 
Etna representative or to the company’s 
home office at Hartford. 


Dividend 

\ Policies 
(Contd. from page 37) directly from the 
profits of the business. The question of 
financial policy in connection with this 
surplus is the one of dividend ex- 
pediency—the proportion of surplus 
that must be retained in the business 
as special or undefined reserves and the 
proportion that may wisely be distrib- 
uted to the stockholders.” 

When the creation of surplus is lim- 
ited only by the ingenuity of the human 
mind, it is surprising to find that the 
laws have failed to define what consti- 
tutes real surplus available for dis- 
tribution. Original concepts of the 
inviolability of capital contributed were 
sound as the protection of creditors 
was desired. Is it not equally important 
to ask further safeguards for creditors. 
The failure to define surplus and limit 
the power of directors has not only re- 
sulted in huge financial losses, but the 
basic purpose has been vitiated. For 
when dividends may be paid out of 2 


ee 
Tourists are curious creatures who 


travel around exchanging good dollars 
for bad quarters. 


created Surplus, there often follows a 
weakening in the financial position of 
the corporation and this in turn results 
in losses to creditors. 


The law then must be renovated to 
take cognizance of ‘the existence of 
creditors whose interests affect the en- 
tire economic structure. Surplus must 
be redefined to include the two major 
classes, Capital Surplus and Earned 
Surplus. Following the weight of au- 
thority the disbursement of dividends 
should be made only out of the reser- 
voir of Earned Surplus. This will aid 
in preventing the dissipation of the re- 
sources of corporations and thereby im- 
prove not only the position of creditors, 
but all others in the business circle. 






Construction unemployment 

The serious plight of the building- 
trade workers is strikingly shown in the 
reports compiled by the State of Ohio 
covering employment and yearly earn- 
ings in practically all industries for the 
years 1929 to 1933. The number of 
building-trade workers employed is 
shown to have decreased from 78,000 in 
1929 to 22,000 in 1933, or more than 
70 percent, and the average annual earn- 
ings of those employed declined from 
$1,676 to $861, or almost 50 percent. 

Labor saving 

A man named Dawidowicz Asoje- 
doffski has been arrested in Berlin for 
forgery. We can hardly blame him for 
not wanting to sign his own name. 
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Recognizing that its basic purpose is to pro- 
vide dependable protection, FIREMAN’S FUND 
INSURANCE COMPANY, since its inception in 
1863, has steadfastly adhered to a prudent 
and conservative course. 


During this period it has gone steadily for- 
ward, until today it is represented by more 
than 11,000 agents throughout the United 
States and Canada. 


Steering the same safe course that has en- 
abled it to pay out $230,000,000 in claims 
without a single default, FIREMAN’s FUND 
today heads a Group of strong companies 
whose assets are more than twice the amount 
of their liabilities. 


STRENGTH 
PERMANENCE 
STABILITY 


No matter what the hazard, you can always 
feel secure if your policies are in one of these 
sound companies. 


AGENTS EVERYWHERE 


Fire Automobile Marine : Casualty - Fidelity + Surety 


Fund Insurance Com, 


1 ~ Occidental Insurance Company 


Home Fire & Marine Insurance Com 


IREMANS FUND weep 


Sheesaliie te Company ~ Occidental Steely Company 


NewYork ~- Chicago 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity’s close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


How to save on 

\ insurance premiums 

If all American business heeds the 
better class of insurance agents and 
brokers, and has complete inspections 
of property and surveys of insurable 
hazards and insurance policies made by 
these agents or brokers, it will get 24 
per cent better protection for 18 per 
cent less money. 

This is shown by research on insur- 
ance buying practices recently done by 
the National Association of Credit Men. 
A 5 per cent sample of 12,000 manu- 
facturer and 10,000 wholesaler mem- 
bers of the Association completed a de- 
tailed questionnaire showing what kinds 
of insurance they use and, through an- 
other series of questions, what kinds 
they need. 

Seventy per cent of this group of 
high grade concerns have called in 
agents or brokers to make insurance sur- 
veys. This group of 15,400 is 24 per 
cent better insured than the 6,600 who 
have had no surveys made. Those in 
the smaller group pay $6653 each per 
year for their insurance. But the 15,400 
who have so much more insurance pay 
only $5439 each. Putting it another 
way, the concerns which have not had 
surveys made of their insurance and 
hazards receive 66 cents worth of in- 
surance for every dollar’s worth re- 
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ceived by those that have had such sur- 
veys made. 

Rate reductions resulted from surveys 
or audits of insurance in 8,000 of the 
15,400 cases, and rate increases in only 
1230 cases. A decrease in the amounts 
of policies was noted in 3040 cases, and 
an increase in 2930 cases. A reduction 
was made in the number of kinds of 
insurance carried in only 616 cases 
while increases on this score were made 
by four times as many firms: 2840. In 
spite of this obvious increase in pro- 
tection, the insurance these firms carry 
costs 18 per cent less than it does 
among firms where the increases have 
not been made. Twenty-seven per cent, 
or more than 4150 of the firms in- 
volved, said that the insurance surveys 
made had brought about valuable cor- 
rections in their insurance coverage, 
aside from the other changes noted. 

Eight types of insurance known as 
fire and allied lines were considered. 
They were: fire, windstorm, business in- 
terruption, profits or commissions, rents 
or rental value, sprinkler leakage, explo- 
sion, and riot, strike and civil commo- 
tion. The 15,400 surveyed firms are 47 
per cent protected with the insurance of 
these types that they need. The 6600 
who have not called in an agent or 
broker to render this signal service are 
only 37 per cent protected. 

Four classes of inland transportation 
insurance were included in the research. 
They were: rail shipment, truck ship- 
ment, salesmen’s samples, and parcel 
post insurance. This is plainly the most 
fertile field for development for even 
the group which has had surveys made 
of their insurance and insurance needs 
are only 16 per cent protected against 
the hazards involved. However, the 
6600 who do not consider it necessary 
to call in specialists in protection have 
but 7 per cent of their inland transporta- 
tion risks insured. 

Seven kinds of automobile insurance 
were involved. They were: automobile 
fire and theft, automobile collision, au- 
tomobile public liability and property 
damage, truck fire and theft, truck col- 
lision, truck public liability and property 
damage, and non-ownership automobile 
public liability and property damage. 
This last protects employers against 
damage done by employee-owned cars 
used for business. Only in cases where 
the concern definitely stated that such 
cars are used for business was it con- 
sidered that the firm needed this type 
of insurance. These seven hazards must 
be more fearsome (Cont. om page 44) 
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To Wholesalers 
and Manufacturers 


Insurance Protection is 
available which indem- 
nifies the property- 

owner for damage to 
his premises caused ay 
riot, strike, or any other 
kind of mob disturb- 
ance. The cost is small 
if the Insurance is 


| secured before the 
trouble starts. 


| Let us-through our 
local agent - furnish you 
_ with particulars 


, and the 
rate on your property. 


Write to - 
mm American 


INSURANCE COMPANY 
Newark, N. J. 


Incorporated 1846 
Polizyholders’ Surplus $11,284,955 
fee EEaea,a, 
An Old Line Stock Company 
writing all forms 
of Property Insurance 
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Riot and civil 

4, commotion insurance 

Many insurance buyers are vague as 
to the protection offered by riot and civil 
commotion insurance. Due to the in- 
creased demand for this form of in- 
demnity, it is timely to briefly outline 
its essential features. 

The fire insurance policy does not 
cover “loss caused directly or indirectly 
by invasion, insurrection, riot, civil war 
or commotion.” In other words, the 
rate for fire insurance does not contem- 
plate the excluded hazards mentioned. 

Riot and civil commotion insurance is 
more than the name implies. It covers 
all direct loss or damage caused by: 

1. Riot. 

. Riot attending a strike. 

. Insurrection. 

. Civil Commotion. . 

. Explosion, directly caused by riots, 
insurrection or civil commotion. 

6. Explosion occurring from causes 
other than the above described. 

Briefly then, a riot and civil commo- 
tion policy is an explosion policy ex- 
tended to cover riots, insurrection and 
civil commotion and fire loss resulting 
from riot, insurrection and civil commo- 
tion. 

There are but few restrictions in the 
coverage. The principal exclusions that 
might be mentioned are sabotage and 
malicious mischief, which can be in- 
cluded at additional cost. 

Attention should also be directed to 
the unusual cancellation clause in the 
policy. The clause provides that the 
policy cannot be cancelled by either the 
company or the policyholder until ninety 
days after its inception date. This is 
desirable from the policyholder’s stand- 
point, because the company cannot 
terminate the coverage on short notice 
if violence is brewing or actually at 
hand. 

While the probabilities of loss from 
riots and civil commotion may not be 
as great as from ordinary fire loss, this 
is reflected in a much lower rate in the 
the average case. On the other hand, 
losses from this cause have frequently 
reached sizeable proportions. Actual 
experience has demonstrated that the ex- 
plosion peril, which is an important 
feature of riot and civil commotion in- 
surance, causes more damage in a short 
period of time than any other peril. 

If riot and civil commotion insurance 
is purchased under normal conditions, 
a considerable saving is realized in the 
cost. Rates are trebled on any property 
involved in a strike (Cont. on p. 45) 


MR. CREDIT MAN..... 


“What is the 


COINSURANCE CLAUSE?” 


“The subject of insurance protection has a vital con- 
nection with the credit man’s appraisal of a credit risk. . . . 
The factors of interest to the credit man are the maxi- 
mum of liability, the protection offered, etc., etc., and the 
effect of the COINSURANCE CLAUSE.’’* 


(Robert Young, Credit Representative, Carnegie Steel Company.) 


* From 
“CREDIT & FINANCIAL 
MANAGEMENT”: 


“The best description of the Coinsurance Clause 
(sometimes called the reduced rate contribution 
clause, the average clause, etc.) that I have seen,” 
says the credit executive of a manufacturing con- 
cern, “is the one compiled by The Pennsylvania 
Fire Insurance Company. I think many readers of 
‘Credit & Financial Management’ would find it 
useful—as I have—in explaining the Coinsurance 
Clause to their customers.” 


mal Established 1825 
Mp a - ; 
e€ The Pennsylvania Fire 


Ne ! Insurance Company 


The Pennsylvania Fire Insurance Co. 
(Publicity Department) 
150 William St., New York City 
Gentlemen: 
Please send me, without obligation on my part, 
copies of your folder, “The Coinsurance Clause Explained.” 


Address 
ian bueetinaeneecrinns 
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Answers to 


credit <A 


questions 


Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 

rding legal rights and _ liabilities. 
uch advice should be obtained from an 
attorney to whom all the facts should 
be stated. When such inquiries are re- 
ceived, information is furnished only as 
to the general principle of law involved. 


Patents 

Q. Can you advise whether the fact 
that an invention depends for its con- 
struction upon material that is already 
patented, prevents inventor from get- 
ting a patent on the new invention? 

A. This is something regarding 
which you should consult your attorney, 
although it is our opinion that any new 
or useful art, machine manufactured or 


Bridge That Gap 


Tirne’s a dif. 
ference between depend- 
ence and independence, 
between being self-reliant 
and being forced to lean on 
others. Bridging this great 
difference at small cost is a 
job life insurance does well. 
Let us tell you how. 


LIFE INSURANCE COMPANY 


OF BosTON, MASSACHUSETTS 


JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 
I’d like to be independent all my life. 


Send me your booklet about the life 
insurance way. 


Name 


composition of matter or any new and 
useful improvements thereof, not known 
or used by others in this country, may 
be patented. 

The fact that the invention depends 
for its construction upon material that 
is already patented does not, in our 
opinion, effect its validity, but it does 
effect its practical value inasmuch as it 
would be necessary to obtain permis- 
sion from the patentees of the mate- 
rials for the use of the same. 


How to save on 

y insurance premium 
(Cont. from p. 42) for among the firms 
who have had surveys made the risks 
are 67 per cent covered and among the 
unsurveyed firms, 56 per cent. 

Seven varieties of casualty insurance 
other than automobile were also in- 
cluded in the research: Boiler or 
machinery (where only those who said 
they had such equipment were con- 
sidered to need the insurance); com- 
pensation; general public liability; rob- 
bery, burglary or hold-up; forgery or 
check alteration; individual _ fidelity 
bonds, and schedule fidelity bonds. The 
ratio of insurance carried to insurance 
needed was highest of all here: 67 per 
cent among the 15,400 surveyed firms, 
and 60 per cent among the 6600 not 
surveyed. 

One of the queries posed in the re- 
search uncovered the extent to which 
these 22,000 first class concerns have 
been solicited for the insurance they 
need but do not have. (It wasn’t asked 
quite that way.) Brokers and agents 
have reputations for persistent salesman- 
ship far beyond the facts, it seems. Of 
the surveyed group of concerns only 18 
per cent had been asked to buy protec- 
tion needed but not in force. Among 
those for whom insurance surveys had 
not been made, a mete 8 per cent have 
been solicited for the insurance they 
should have but don’t. 

Another question answered by this 
research is: who, and how many, among 
such business men as these, buy mutual 
insurance? Sixteen per cent of the 
group that is better insured and pays 
less for its insurance choose to shoulder 
part of the risk by using mutual fire 
(and allied types) insurance; 8 per cent 
use this type of inland marine coverage; 
19 per cent automobile insurance, and 8 
per cent casualty and fidelity. Over all 
26 kinds of insurance, these 15,400 
firms place 13 per cent of it in mutuals. 
This is in number of assureds, not vol- 
ume of premiums... But the 6600 who 
have plainly indicated, by the fact that 


they pay more for less insurance pro- 
tection, that they buy their insurance 
neither wisely nor well, are 17 per cent 
insured in mutuals. In fire (and allied 
lines) the non-surveyed group have 33 
per cent in mutuals, in inland mari2e 6 
per cent, in automobile 30 per cent. and 
in casualty and fidelity 10 per cent. 


Dismissal wage 

Laws requiring notice of dismissal or 
the payment of dismissal compensation 
to employees have been enacted in 40 
countries. In general, salaried em- 
ployees have been better protected than 
manual workers. The payments have 
ranged from small sums in lieu of no- 
tice to comparatively large amounts of 
compensation. Important factors in the 
increased demands for and the adoption 
of dismissal compensation plans have 
been the increase in and the fear of 
technological unemployment. 

A dismissal-wage agreement of Jan- 
uaty 6, 1935, between the Baltimore & 
Ohio Railroad Co. and certain of its em- 
ployees provided payment for wages 
lost by employees displaced by a track- 
age rearrangement in 1933. Each em- 
ployee whose occupation or location was 
changed by such rearrangement was to 
be paid for each month, beginning with 
October, 1934, and continuing to Octo- 
ber 1, 1935, compensation equal to that 
received for service in May, 1933, pro- 
vided he accepted such work as might 
be available. 


Family income 

Income during the year 1934 ex- 
ceeded current expenditures by $10 in 
150 families of wage earners and lower- 
salaried employees in Manchester, N. H. 
This was shown by a study made by the 
Bureau of Labor Statistics of expendi- 
tures of 150 selected families each of 
which had at least one earner with a min- 
imum of 314 days’ employment in each 
of 36 weeks during the year. Of the 
expenditures, 36.8 percent went for 
food, 12.7 percent for clothing, 12.1 
percent for housing, 12.1 percent for 
household operation, and 26.3 percent 
for all other items. Manchester is one 
of a number of cities being covered in 
the new study of family expenditures 
of wage earners and lower-salaried em- 
ployees now being made by the Bureau. 
The need for such a study has been rec- 
ognized for a number of years. Data 
on the items for which family income 
is expended are’used as a basis for cur- 
rent indexes of cost of living. The 
latest previous basic study was made in 
1918. 
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Riot and civil 


yy commotion insurance 


(Cont. from p. 43) or lockout. This in- 
creased rate is applied to all property in 
a town when a general strike is de- 
clared, or when a situation develops 
involving wide spread violence. 

In a nutshell, riot and civil commo- 
tion insurance is vital to the property 
owner, because it supplements other so- 
called standard forms of protection. 
Purchased under normal conditions it 
is economical. It gives peace of mind 
to the policyholder and ready funds to 
to unfortunate victim of sudden violence 
by rioters. 


Insurance 
y analysis 


(Cont. from p. 39) one agent apiece. In 
figures, 8 per cent of those in the one- 
agency group have been solicited for 
forms needed but not in force; the fig- 
ure is 14 per cent among the multiple- 
agency group. ‘There seems little to 
excuse the first group of agents for fail- 
ing to take advantage of 92 per cent of 
their real opportunities for soliciting 
necessary insurance. 

It was also to be expected that the 
larger part of the mutual business writ- 
ten would be for concerns who employ 
more than one insurance man. Many 
good agencies will have no mutuals in 
their offices; many mutuals will not ap- 
point agents. In the single-agency 
group, 10 per cent of the lines are in 
mutuals, in the multiple-agency group, 
17 per cent. Which raises a nice ques- 
tion: how does it happen that the 
mutuals, who sell on price, are repre- 
sented 70 per cent more frequently in 
the group which pays 19 per cent more 
for the same amount of insurance? 


Poor service 
First Collegian—“How do you like 


my new shirt now that you’ve worn it 
all day?” 

Second Collegian—‘‘Oh, it’s all right, 
but the cuffs don’t take ink very well.” 


Your “finger on the pulse” is a 
Credit Interchange Report 


Sabbath snooze 
“How late do you usually sleep on 


Sunday morning?” 
“It all depends.” 
“Depends on what?” 
‘The length of the sermon.” 


PERSONALITIES 


IN N. A.C. M. 


F. H. Ale, General Electric Ap- 
pliance Corp., immediate past presi- 
dent of one of our newest affiliates, 
the Manila Association of Credit 
Men, was a visitor at the National 
office. An interesting insight was 
given by Mr. Ale into the credit 
conditions in the Philippines and 
the activities in the Association there. 





Frank A. Worth, Spencer Kellogg 
& Sons, Buffalo, N. Y., one of our 
newly elected National Directors, 
visited the National office recently. 
Director Worth is optimistic about 
fall business and the plans for 
further development of the Associa- 
tion activities in his area. 





National President P. M. Haight 
has finally gotten away for a well 
deserved vacation. He will return 
to his duties around the first of 
September. 





F. D. Hayes, West Penn Power, 
Pittsburgh, has been elected second 
Vice-President of the Credit Associa- 
tion of Western Pennsylvania to fill 
the vacancy of J. A. Perrault, Graybar 
Electric, who has been promoted to 
the management of credits for his 
firm at Atlanta, Ga. 





J. I. (Jack) Hayes, Westinghouse 
Electric Mfg. Co., has been advanced 
from his firm’s office at Seattle to 
the management of credits in Chi- 
cago. Seattle loses a valuable key 
man of many years’ standing and 
Chicago gains a 100% Association 
member. 





New York Credit Men’s Associa- 
tion, winner of the membership tro- 
phy, Class “A” last year again is 
making extensive plans for continued 
membership progress. The leader of 
their membership activities last year, 
Vice-President William F. Egelhofer, 
Henry Glass & Co., again Chairmans 
this important work. Quota has 


been set at 2500 for the area, and 
the New York Association is op- 
timistic of reaching its goal. 
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“If | Haven't 
the Money 


... How can I pay you?” 
2 


HERE’S THE ANSWER 
TO THAT QUESTION 


@ When a debtor throws up his 
hands, and asks you how he’s going to pay 
if he hasn’t any money—your answer can 
have a lot to do with collecting the bill. 


Tell Him Where To Get It | 


It only aggravates him if you say, ““Well, 
that’s your lookout; you incurred the obli- 
gation,” or “You shouldn’t have bought, if 
you thought you might not be able to pay.” 

More and more, credit managers are find- 
ing that it pays to recommend to the delin- 
quent that he obtain a loan from House- 
hold. This gets the bill paid, saves a cus- 
tomer for the firm, enables the credit man- 
ager to make a good showing, gives the 
delinquent real help. Over 80% of House- 
hold’s loans are made for the purpose of 
grouping several old debts into one obliga- 
tion. We budget this obligation so that he 
can discharge it without undue incon- 
venience: 


Delinquent Becomes A 
Customer Again 


‘| With debts budgeted and your bill paid, 


your customer can buy of your store again 
—usually for cash. We instruct our custom- 
ers also in “Better Buymanship” which 
helps them to stretch the buying power of 
their dollars. Our booklet “Money Man- 
agement For Households” explains how to 
manage even the most modest income. 
Many of our borrowers get out of the 
financial rut and stay out. 


“Money Management for Households” 
(new edition just out) is free. Write for it. 
It will prove to you that Household’s serv- 
ice really can help you and the borrower. 


HOUSEHOLD 


FINANCE CORPORATION 


AND SUBSIDIARIES — 57th Year of Service 
171 Offices In 114 Cities In 15 States 
Headquarters: 919 North Michigan Avenue 


ABOUT THE COST. Efficiencies 
never can reduce retail prices to the level 
of wholesale prices—of either merchan- 
dise or money. However, when methods 
are devised which permit “retailing” 


money to husbands and wives on their 
signatures only, at rates lower than the 
2%% to 3%% a month now charged on 
unpaid balances, Household will be found 
using those methods. 
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NATIONAL CITY BANK, Appt., v. Mo- 

dessa Bates Parr et al. Indiana Supreme Court 
an 8, 1933. (205 Ind. 108,185 N. E. 
904. 
APPEAL by plaintiff from a judgment of 
the Circuit Court for Hancock County (Van 
Duyn, J.) in favor of defendant Parr, cross 
complaint, in an action on a promissory note. 
Affirmed. 

1. The provision of the Uniform Negotiable 
Instruments Act, an accommodation party “is 
liable on the instrument to a holder for value 
notwithstanding such holder at the time of the 
taking of the instrument knew him to be only 
an accommodation party,” must be construed 
as not precluding the assertion of want of con- 
sideration as a defense against a holder who is 
not a holder in due course because of some 
fact other than the knowledge of the accom- 
modation, in view of the further provision of 
the act that” in the hands of any holder other 
than a holder in due course a negotiable instru- 
ment is subject to the same defenses as if it 
were non-negotiable.” 

2. Generally one who becomes a holder of 
a negotiable instrument, with knowledge of 
want of consideration, is not a holder in due 
course; but the Negotiable Instruments Act 
makes an exception to this rule when the want 
of consideration of which the holder has 
knowledge is between an accommodated and 
accommodating party. 

3. Ina suit by an indorsee of a note against 
the maker, the burden is on the maker, claim- 
ing that the note was given for the payee’s 
accommodation, to prove the absence of con- 
sideration. 

4.‘One not a holder in due course of the 
original note is not a holder in due course of 
a renewal note. 

5. Where the maker of notes is shown to 
have been induced to execute them through 
fraud, the burden is upon a transferee to prove 
by a preponderance of the evidence that he is 
a holder in due course. 

6. A transferee of notes with knowledge 
that they were obtained by fraud is not a holder 
in due course. 

7. A transferee of notes who is not a holder 
in due course is subject to the defense of 
absence of consideration for an accommodation 
note given in renewal. 

8. The right of the accommodation maker 
of a note to set up want of consideration as a 
defense against one who, because of knowledge 
of a defect in his transferrer’s title, was not a 
holder in due course of notes of the payee in 
renewal of which the accommodation note was 
made, is not affected by the fact that the payee 
may have received some value for the notes 


in renewal of which the tccommodation note 
was made, or that, on indorsing the accom- 
modation note, the payee received from the 
indorsee the difference between the amount 
of th original nots and that of the accommo- 
dation note. 

& 


SOUTH CAROLINA STATE BANK, on 
Behalf of L. B. Rogers, Respt., v. Citizens’ 
Bank, Receiver of Farmers’ & Merchants’ 
Bank, Appt. South Carolina Supreme Court— 
September 27, 1934. (173 S. C. 496, 176 
S E. 346.) 

APPEAL by the receiver from a judgment 
of the Common Pleas Circuit Court for Marion 
County (Dennis, J.) in favor of plaintiff in a 
proceeding for the allowance of a preference 
of its claim in the distribution of the assets 
of the insolvent bank. Reversed. 

One who obtains from a bank, in exchange 
for a draft which he was seeking to cash, a 
sum of money and the cashier's check for the 
balance, which was unpaid at the time the bank 
closed its doors, is not entitled to a preference 
in the distribution of the bank’s assets, in the 
absence of proof that the proceeds of the draft, 
which had com sent to a correspondent bank, 
had come into the hands of the bank’s receiver. 


a 

ROBERT C. HOGUE, Impleaded, etc., 
Appt., v. D. N. Morrison Construction Com- 
pany, Inc., of Virginia, et al. Florida Supreme 
Court (Div. B)—July 3, 1934. (—Fla.—156 
So. 380.) 

APPEAL by defendant Hogue from a judg- 
ment of the Circuit Court for Dade County 
(Thompson, J.) amending and modifying the 
single final decree rendered in consolidated 
suits to foreclose liens for labor and material 
alleged to have been furnished in the construc- 
tion of a certain building and to foreclose 
mortgages on the same property. Affirmed. 

1. Where the only effect of the failure of a 
foreign corporation to obtain a permit to do 
business in the state is to render its contract 
unenforceable by it in the courts of the state 
so long as it fails to comply with the require- 
ments imposed by statute on foreign corpora- 
tions as a condition of the right to do business 
in the state, a foreign corporation may, after 
obtaining a permit, enforce a mechanics’ lien 
for work done before the permit was obtained. 

2. Cross assignments of error in support of 
which no brief was submitted will be con- 
sidered as abandoned. 

3. Whether an audit of the books of mort- 
gage trustees should be required in a suit to 
foreclose the mortgage is in the discretion of 
the chancellor. 

4. The objection that the principal contrac- 
tor for the construction of : holies. seeking 
to enforce a mechanics’ lien thereon, failed to 
comply with a statute requiring the furnish- 
ing to the owner of a list of all subcontractors, 
mechanics, and laborers employed in the work, 
comes too late after the completed building 
has been approved by the architect. 

5. A building contractor is not estopped to 
assert the priority of his mechanics’ lien over 
a mortgage securing a construction loan, by the 
fact that he participated in the negotiations for 
the loan, where the priority of liens was not 
discussed. 

6. A finding that the basis for the attaching 
of a mechanics’ lien of a plumbing contractor 
existed prior to the recording of a real estate 
mortgage by reason of commencing work or 
furnishing material is supported by evidence 
that prior to such recording a quantity of 
material was ordered for the contract and that 
one of the contractors, who was a practical 
plumber, purchased material at a hardware 
store and performed certain labor which was 
a necessary part of the contract, charging it to 
his expense account. 

7. A finding of the court below supported 
by evidence will not be disturbed on appeal. 
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CLASSIFIED ADS 


Mr. Executivel 

Is your Credit Department in a 
rut, or is it open to new and con- 
structive ideas? Continued adher- 
ence to old and improvised methods 
or ultra-conservative policies may be 
eliminating much profitable business. 

Why not give me the opportunity 
of formulating a more productive 
policy for your firm? Past accom- 
plishments are my most liberal guar- 
antee of this achievement. I am open 
for a connection where my eighteen 
years of mercantile, retail and install- 
ment experience and continuous re- 
search in the credit field can be 
utilized to full advantage. 

This offer merits unusual consid- 
eration. Get the facts today. Box 
20, care Credit & Financial Manage- 
ment, One Park Ave., N. Y. 


Credit Executive Available 

Experienced in merchandising, ad- 
vertising and sales and engaged for 
several years as Credit Executive for 
large wholesale drug house, specializ- 
ing in the cosmetic branch. 

Has directed large trade group 
conferences. Successful experience 
in wholesale collection work. 

Nominal salary but position should 
offer possibilities for expansion. 
Shall be glad to submit complete 
record and references upon request. 

Reply Box 96, care Credit & Finan- 
cial Management, National Associa- 
tion of Credit Men, One Park Ave- 
nue, N. Y. 


Credit and Office Manager 

Credit and Office Manager, also 
Auditor and Accountant, age 35, 
twelve years Wholesale Grocery ex- 
perience, now employed, wishes to 
make responsible connection with a 
future with reliable firm on west 
coast, California preferred. Excel- 
lent references. Box 32, care Credit 
& Financial Management. 


Credit Man Plunges to 
Death as Cruise Starts 


Philadelphia.—Members of the 
Credit Men’s Association of Eastern 
Pennsylvania were shocked by the 
sudden death in late July of Willard 
S. Beck of Beverly, N. J. Mr. Beck 
was Assistant Secretary of the United 
States Type & Foundry Co., and at 
the time of his death, was a member 
of the Board of Directors of the 
Credit Men’s Association of Eastern 
Pennsylvania. He had been active in 
Association work in the Philadelphia 
area for some time. 

Tripping on a stringer at the end 
of a wharf at Delaware City, Dela- 
ware, Mr. Beck fell into the water 
between the pier and a 40-foot cabin 
cruiser which he was about to board 
for a cruise with a party of friends. 
Although a rescue squad worked over 
him an hour and a half, Mr. Beck 
could not be revived. 
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a 
Credit vs. cash 

The barber was cheerful and chatty as 
he lathered his customer's chin. 

“No, sir,” he said, “I used to give 
credit, but I don’t now. In fact, no- 
body asks for it.” 

‘““How’s that?” asked the customer. 

“Well, sir, I once had a set of cus- 
tomers who asked me to chalk it up, but 
they kept me waiting so long that I got 
tired of keeping books and started a 
new system. Whenever I shaved one 
of them I put a little nick in his nose 
and kept tally that way. It was won- 
derful how soon they returned to the old 
plan of paying for each shave at the 
time.” 

The customer’s voice trembled slight- 
ly as his lathered lips moved, and he 
said, ‘Do you object to being paid in 
advance ?”” 

—"Kablegram’’ 


a 
Missing "memo." 

A forgetful justice of the peace at- 
tending a county fair was approached 
by a young couple who wished to enter 
the holy bonds of matrimony. As he 
never could remember the words of the 
ritual he always carried them with him 


on a slip of paper, but this day he did | 


not have the paper with him. But he 
needed the fee, however, and decided to 
go through with the job. 

“So ye wanter marry this young wom- 
an, eh?” he asked the nervous groom. 

“I do.” 

“Young woman, ye wanter marry this 
feller?” 

“I do.” 

“Then,” sighed the justice with re- 
lief, “I pronounce you man and wife 
accordin’ to th’ memorandum I must hev 
left at home in my other pants.” 

—"Kablegram”’ 
a 
"Heaven's my destination" 

A motorist rapped at St. Petet’s pearly 
portal, and, gaining entrance, St. Peter 
pointed out to him thousands of miles 
of golden pavement. 

“Fine, beautiful highways, St. Peter,” 
said the man, “but where are the auto- 
mobiles ?”” 

“Well, my dear motorist,” said the 
gatekeeper, ‘I’m sorry to say you'll find 
all the automobiles below.” 

“Tough!” pouted the motorist, ‘‘but 
lll stay with my car.” 

Before long he faced Satan at the 
other gate, within which were parked 
a score of high-powered autos. “Great!” 
he remarked. “Which one is mine?” 

“Take your choice,” smiled Satan. 

He rapidly selected an attractive road- 
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H. I. DEBTOR RECOVERS 


Stages Remarkable Comeback After 
Lingering Near Death for 
Several Months. 


Merchant City, Sept. 5, 1935 


Friends of Mr. Heavily Involved Debtor will be 
glad to learn of his return to Health. 


Several months ago Mr. Debtor began to give 
his friends grave concern. He was found to be in 
such condition that he could not do much for him- 
self. His creditor friends finally took him to the 
nearest Approved Adjustment Bureau of the 
National Association of Credit Men. 


A complete examination and expert diagnosis 


soon indicated the necessary treatment. 


Application of it under the watchful supervision 
of the Bureau brought prompt results. 


Debtor feels and looks better than he has for 


many years. 


“You got me just in time,” he said yesterday at 


the Bureau Offices. 


Adjustment Bureaus 
affiliated with 


National Association of Credit Men 
One Park Avenue New York City 








ster and climbed behind the wheel. 
“This is fine, Satan. Now which way 
do I go and where are the roads?” 
“There ain’t any,” remarked Satan. 
“That's the hell of it.” 
—"Kablegram”’ 


AN ENGINEER 

is said to be a man who knows a great 
deal about very little and who goes 
along knowing more and more about 
less and less until finally he knows 
practically everything about nothing; 
whereas, 


A SALESMAN 

on the other hand, is a man who knows 
a very little about a great deal and keeps 
knowing less and less about more and 
more until he knows practically nothing 


ie Paste This in Your “Reminder Book’’ 


A PURCHASING AGENT It May Save You Money 
starts out knowing practically everything 

about everything, but ends up knowing 

nothing about anything, due to his asso- When You Need 
ciation with engineers and salesmen. 


—"Said and Done’ INFORMATION or ASSISTANCE 
a 


Funny side of insurance in WASHINGTON 

The certificate clerk in copying the 
application runs across many curious 
statements. In the application of a 
young widow for membership, in an- 
swer to the question, “What is your 


husband's occupation?” she replied, WASHINGTON SERVICE BUREAU 


“An angel.” 
- ee eee eee of the National Association of Credit Men 
Mother died in infancy. 


An uncle died of cancer on his Many members are using this Bureau to obtain: 
mother’s side. 


Father went to bed feeling well and : : 
the next morning woke up dead. 1. Information Regarding Gov- 4. Personal contact service with 
Applicant does not know cause of | ernment Contracts. 
mother’s death but states that she ‘full i J 
recovered from her last illness. "| 2. Assistance and information 
Applicant has never been fatally sick. | Comcerming claims and accounts 
Father died suddenly ; nothing serious. | owed them by the Government. 


Applicant’s brother, who was an in- | 3° Information about Govern- 
fant, died when he was a mere child. nail meen 

Grandfather died from gunshot Veh oe Secmiaies haem 6. Reports on the status of 
wound caused by an arrow shot by an legiclation. 
Indian. = 

Mother’s last illness was caused by 
chronic rheumatism, but she was cured 


before death. —and other services of a similar kind 


—"Life Insurance Independent” 
a 
Insure profits in 1935 with - 


Eenes Uaeciens linaate WASHINGTON SERVICE BUREAU 


s NATIONAL ASSOCIATION OF CREDIT MEN 
ist City Girl—Why do they put bells 


on cows? 755 Munsey Building Washington, D. C. 


2nd Ditto—Why, so as to give warn- | 


ing and you can run away from them, | C. F. Baldwin, Manager 
you silly. 


use the new 


Government Departments. 


5. Advice on procedure in han- 
dling Washington problems. 
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Gendreau 


Get in the swim... 


These natives of Port-au-Prince, Haiti, need “earn’’ only 20 cents a day to have the 
buying power of an American dollar. And the fellow who “knows how” best gets the 
biggest return for his efforts. 


Obvious, indeed, is the moral. If you're not fully in the swim in credit work, if you 
want better returns (and who doesn't?) from your efforts, if you realize the need for a 
more complete knowledge of credit and collections — sign on the dotted lines below. 
We'll do the rest—and with no obligation at all to you. 


National Jnatitute ) Credit rep 


New York 


Please send me details of your Credit and Collection Course, without obligation to me. 
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INSURANCE COMPANY 


sean NEW YORK os 


Strength «» Reputation «» Service 


a 
THE CUNEO PRESS, INC. 





